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PHWDHWKLFDOGLVFXVVLRQV
7KLVZRUNLVDWKHVLVLQPHWDHWKLFV VRLWLVDERXWWKHQDWXUHRIPRUDOUHDOLW\ ODQJXDJH
DQGWKRXJKW 7KHÀUVWJRDORIWKHFKDSWHULVWRVLWXDWH0DFNLH·VYLHZV DQGYLHZVOLNH
0DFNLH·V LQWKHEURDGHUPHWDHWKLFDOWHUUDLQ $ URXJKGLYLGHLQPHWDHWKLFDOWRSLFVLVRQH
EHWZHHQPHWDSK\VLFDOTXHVWLRQV²ZKHWKHUWKHUHLVDPRUDOUHDOLW\ DQGZKDWLVLWVQDWXUH²
DQGOLQJXLVWLFTXHVWLRQV²ZKHWKHUPRUDOGLVFRXUVHLVGHVFULSWLYHDQGFRJQLWLYH DQGZKDW
DUHWKHFUXFLDOUHODWLRQVEHWZHHQPRUDOGLVFRXUVHDQGUHDOLW\ ,QVHFWLRQ ,·OOGLVWLQJXLVK
YDULRXVJHQHUDOZD\VWRDQVZHUWKHVHTXHVWLRQV
7KHUHLVDQHHGWRFODULI\VRPHRIWKHVXEMHFWPDWWHURIPHWDHWKLFV 7KHVHFRQGJRDORI
WKHFKDSWHULVWRVWLSXODWHVRPHWHFKQLFDOWHUPLQRORJ\ ZKLFKZLOOKHOSWRFODULI\P\WRSLF
DQGZKLFKZLOOEHXVHIXOWKURXJKRXWWKLVZRUN 2QWKHOLQJXLVWLFVLGH WKHPDLQJRDOZLOO
EHWRH[SODLQWKHPHDQLQJRI¶PRUDOMXGJPHQW· LQRUGHUWRH[SODLQZKDWLVPRUDOGLVFRXUVH
VHFWLRQ 2QWKHPHWDSK\VLFDOVLGH WKHPDLQJRDOZLOOEHWRH[SODLQ WRDFHUWDLQH[WHQW
WKHPHDQLQJRI¶REMHFWLYHYDOXH·VHFWLRQ
0DFNLHLVWKHDUFKHUURUWKHRULVWDERXWPRUDOLW\ 7KHWKLUGJRDORIWKLVFKDSWHULVWRH[
SOLFDWHKLVYLHZVLQPHWDHWKLFV , WDNHDKLVWRULFDODSSURDFKLQP\H[SRVLWLRQRI0DFNLH
2QHSDUWRIWKHDSSURDFKZLOOEHWRVD\LQZKDWUHVSHFWVZHFDQFRPHWRGHWHUPLQDWHFRQ

FOXVLRQVDERXWZKDWKLVYLHZVDUH 7KHXSVKRWRIWKLVZLOOEHWKDW WRDODUJHH[WHQW KLV
SRVLWLRQVLQPHWDHWKLFVDUHXQGHUVSHFLÀHGVHFWLRQ 7KHVHFRQGSDUWRIWKHDSSURDFK
ZLOOEHWRVD\ ZLWKUHJDUGWRWKHXQGHUVSHFLÀHGSDUWVRIKLVYLHZV ZKDWDUHWKHDGPLVVLEOH
VSHFLÀFDWLRQV 7KHXSVKRWRIWKLVZLOOEHWKDWKLVYLHZVVKRXOGEHWDNHQDVURXJKO\FRPSDW
LEOHZLWKDZLGHUUDQJHRIPHWDHWKLFDOYLHZVWKDQLVFRPPRQO\VXSSRVHGLQWKHOLWHUDWXUH
VHFWLRQ
 7KH8QFRQWURYHUVLDO(OHPHQWVRI0DFNLH·V3RVLWLRQ
,QWKLVVHFWLRQ ,·OOSUHVHQWZKDW, WDNHWREHUHODWLYHO\XQFRQWURYHUVLDOHOHPHQWVRI
0DFNLH·VSRVLWLRQ²QRWXQFRQWURYHUVLDOLQWKHVHQVHWKDWDOPRVWDQ\RQHZLOOUHDGLO\DJUHH
WKDWWKH\DUH WUXH EXWLQWKHVHQVHWKDWDOPRVWDQ\RQHZLOOUHDGLO\DJUHHWKDWWKH\DUH KLV
YLHZV %HIRUH, GRWKDW WKRXJK ,·OOURXJKO\H[SOLFDWHWZRPDLQTXHVWLRQVLQPHWDHWKLFV
 7KH4XHVWLRQVRI5HDOLVPDQG&RJQLWLYLVP
0HWDHWKLFLVWVKROGYLHZVRQWKHQDWXUHDQGH[LVWHQFHRIWKHHOHPHQWVRIUHDOLW\ ,QFOXGHG
LQWKHVHEURDGPHWDSK\VLFDOYLHZVDUHFODLPVDERXWWKHSXWDWLYHPRUDOHOHPHQWVRIWKHZRUOG
DQGWKHLUQDWXUHV $FFRUGLQJWRVRPH HLWKHUWKHUHLVQRSODFHLQUHDOLW\IRUDQ\WKLQJPRUDO
RUHOVHWKHPRUDOLVLQVRPHZD\GHIHFWLYH 3HUKDSVPRUDOLW\LVQ·WSURSHUO\´QDWXUDOµRU
´VFLHQWLÀFµ SHUKDSVLWLVLQVRPHZD\PHWDSK\VLFDOO\´TXHHUµ 7KHVHSKLORVRSKHUVDUH
DQWLUHDOLVWVDERXWPRUDOLW\ IRUVKRUW ¶DQWLUHDOLVWV·
$FFRUGLQJWRRWKHUV WKHUHLVDSODFHLQUHDOLW\IRUWKHPRUDOHOHPHQWV DQGWKHPRUDOLV
QRWLQWKHVXJJHVWHGZD\VGHIHFWLYH 3HUKDSVPRUDOLW\KDVVRPHRIWKHVHDOOHJHGO\GHIHFWLYH
IHDWXUHV²EHLQJXQQDWXUDO XQVFLHQWLÀF RUTXHHU²EXWWKLVLVQRGHIHFW 2UPD\EHPRUDOLW\
6HH HJ $\HU  0DFNLH  -R\FH  'UHLHU   +DUPDQ  /HZLV  DQG6FKLIIHU 

GRHVQ·WKDYHWKHVHIHDWXUHVDWDOO 7KHVHSKLORVRSKHUVDUHUHDOLVWVDERXWPRUDOLW\ IRUVKRUW
¶UHDOLVWV·
7KXV DQWLUHDOLVPLVWKHYLHZWKDWPRUDOUHDOLW\LVLQVRPHZD\GHIHFWLYH 5HDOLVPLV
WKHYLHZWKDWPRUDOUHDOLW\LVQRWLQWKLVZD\GHIHFWLYH 7KHUHDUHWZRLPSRUWDQW SHUKDSV
LGLRV\QFUDWLF WKLQJVWRQRWHDERXWWKHZD\, DPXVLQJWKLVWHUPLQRORJ\ )LUVW WKHDQWL
UHDOLVW·VFUXFLDOFODLPQHHGQRWEHDERXWWKHQRQH[LVWHQFHRIHOHPHQWVRIPRUDORQWRORJ\
6KHPD\FODLPWKDWVRPHHOHPHQWVRIPRUDORQWRORJ\²PRUDOIDFWV SURSHUWLHV VWDQGDUGV
SURSRVLWLRQV RUZKDWHYHU²GRQ·WH[LVW 3HUKDSVWKLVLV LQKHUYLHZ WKHGHIHFWRIPRUDO
UHDOLW\ $OWHUQDWLYHO\ VKHPD\FODLPWKDW DOWKRXJKWKHUHLVDPRUDOUHDOLW\²WKHUHDUHPRUDO
SURSRVLWLRQVDQGSURSHUWLHV VD\²LWEHDUVVRPHFULSSOLQJGHIHFW
6HFRQG WKHUHDOLVWQHHGQRWFODLPWKDWWKHPRUDOSDUWRIUHDOLW\LV´VXLJHQHULVµRU´IUHH
VWDQGLQJµ 6KHPD\FODLPWKDWWKHUHLVQRRYHUODSEHWZHHQPRUDOUHDOLW\DQGWKHUHVWRIWKH
ZRUOG WKDWPRUDOIDFWVGRQRWUHGXFHWRVRPHPRUHIXQGDPHQWDOSDUWRIUHDOLW\ %XWVKH
PD\ DOWHUQDWLYHO\ FODLPWKDWPRUDOUHDOLW\RYHUODSVZLWK VD\ QDWXUDOLVWLFHOHPHQWVRIWKH
ZRUOG 7KHIRUPHUVRUWRIYLHZLV EURDGO\VSHDNLQJ DEUDQGRI¶DQWLUHGXFWLRQLVP· WKH
ODWWHULVDEUDQGRI¶UHGXFWLRQLVP·
0HWDHWKLFLVWVDOVRKROGYLHZVDERXWWKHQDWXUHRIODQJXDJHDQGWKRXJKW 7KHVHYLHZV
KHOSWRÀ[WKHLUVWDQGSRLQWVDERXWRUGLQDU\PRUDOGLVFRXUVH²DERXWWKHQDWXUHRIPRUDOODQ
JXDJHDQGWKRXJKW $FFRUGLQJWRVRPH LWLVLQVRPHVHQVH´HVVHQWLDOµWRDQ\VLQFHUHPRUDO
6HH HJ 0RRUH  +XHPHU  6KDIHU/DQGDX  %ULQN  %DODJXHU  DQG%R\G
7KLVGLVWLQFWLRQLQNLQGVRIDQWLUHDOLVPLVHVSHFLDOO\LPSRUWDQWLQRUGHUIRUDQXQGHUVWDQGLQJRI6FKLIIHU·V SRVLWLRQ
0RRUHLVVWDQGDUGO\WKRXJKWWREHDQDQWLUHGXFWLRQLVW VHHDOVR+XHPHU  DQG6KDIHU/DQGDX -DFNVRQ·VYLHZVHHPVWREHDEUDQGRIUHGXFWLRQLVP 7KHYLHZVRI%ULQNDQG%R\GDUHVXSSRVHGO\´QDWXUDOLVWLFµYHUVLRQVRIDQWLUHGXFWLRQLVP

MXGJPHQWWKDWLWLQYROYHVWKHH[SUHVVLRQRIDEHOLHIDERXWPRUDOUHDOLW\ 7KHVHSKLORVRSKHUV
DUHFRJQLWLYLVWVDERXWPRUDOGLVFRXUVH IRUVKRUW ¶FRJQLWLYLVWV·
$FFRUGLQJWRRWKHUSKLORVRSKHUV DVLQFHUHPRUDOMXGJPHQWQHHGQRWLQYROYHWKHH[
SUHVVLRQRIEHOLHIDERXWPRUDOUHDOLW\ 'LIIHUHQWSKLORVRSKHUVUDWLRQDOL]HWKLVSRVLWLRQLQ
GLIIHUHQWZD\V 3HUKDSVPRUDOMXGJPHQWVDUHLQKHUHQWO\´SUHVFULSWLYHµ DQGWKXVDUHQHYHU
H[SUHVVLRQVRIEHOLHI 2UPD\EHWKHUHLVQRWKLQJ²QRPRUDOUHDOLW\²IRUPRUDOMXGJPHQWV
WREHDERXW VRLWPDNHVQRVHQVHWRWDONRIPRUDOEHOLHI 7KHVHSKLORVRSKHUV, ZLOOFDOO
¶QRQFRJQLWLYLVWVDERXWPRUDOGLVFRXUVH· IRUVKRUW ¶QRQFRJQLWLYLVWV·
7KHUHLVRQHLPSRUWDQW SHUKDSVLGLRV\QFUDWLF WKLQJWRQRWHDERXWWKHZD\, DPXVLQJ
¶FRJQLWLYLVP· WKHUHDUHURXJKO\WZRZD\VWREHDFRJQLWLYLVW )LUVW RQHPLJKWFODLPWKDW
PRUDOWKRXJKWV²WKHSV\FKRORJLFDODWWLWXGHVWKDWDUHH[SUHVVHGE\SHRSOH·VPRUDOMXGJPHQWV
²DUHQDWXUDOO\WLHGZLWKFHUWDLQEHOLHIV EXWGRQRWUHGXFH HYHQSDUWLDOO\ WRWKRVHEHOLHIV
6XFKDYLHZPLJKWKROGWKDWPRUDOWKRXJKWVDUH DVDPDWWHURISV\FKRORJLFDOODZ WLHGWR
VWDWHVRIEHOLHI 6HFRQG DSKLORVRSKHUPLJKWFODLPWKDWWKHEHOLHIVWKDWDUHQHFHVVDULO\WLHG
WRPRUDOWKRXJKWVUHGXFHSDUWLDOO\RUZKROO\WRWKRVHEHOLHIV 7KLVYLHZPD\KROGWKDWSDUW
RIWKHDQDO\VLVRIPRUDOWKRXJKWZLOOLQYROYHUHIHUHQFHWREHOLHIVRIDFHUWDLQNLQG (LWKHU
ZD\ LQP\WHUPLQRORJ\ WKHSKLORVRSKHUTXDOLÀHVDVDFRJQLWLYLVW
,WLVZRUWKZKLOHWRFRQVLGHUDQH[DPSOH 6XSSRVH, KROGDYLHZDFFRUGLQJWRZKLFK
DVVRFLDWHGZLWKDQ\LPSHUDWLYHMXGJPHQW RQHPXVWKROGDSDUWLFXODUEHOLHIDQGDSDUWLFXODU
GHVLUH 2QWKLVYLHZ ZKHQHYHUVRPHRQHVLQFHUHO\LVVXHVDFRPPDQG WR VD\ VKXWWKHGRRU
WKDWLQGLYLGXDO DVDPDWWHURISV\FKRORJLFDOODZ EHOLHYHVWKDWWKHGRRULVQRWVKXW 7KH
SURSRQHQWRIVXFKDYLHZPLJKWVLPSO\KROGWKDWWKLVLVDFRQWLQJHQWPDWWHURIIDFW IDOVLÀHG
LQZRUOGVZKHUHWKHODZVRISV\FKRORJ\DUHGLIIHUHQW ,IVKHKROGVWKLVFODLP VKHPLJKW
JRRQWRDQDO\]HWKHWKRXJKWH[SUHVVHGE\DGHPDQGWKDWWKHGRRUEHVKXWLQWHUPVRIWKH
6HH HJ 6HH HJ 0RRUH  +XHPHU  6KDIHU/DQGDX  %ULQN  %R\G  DQG6FKLIIHU 
6HH HJ $\HU  +DUH  *LEEDUG   DQG.DOGHURQ 

VSHDNHU·VGHVLUHIRUWKHGRRUWREHVKXW (YHQVR WKLVWKHRULVWTXDOLÀHVDVDFRJQLWLYLVWDERXW
LPSHUDWLYHMXGJPHQWV LQP\WHUPLQRORJ\
7KHFRJQLWLYLVWPLJKWLQVWHDGKROGWKDWEHOLHILVPRUHVWURQJO\HVVHQWLDOWRWKHWKRXJKWV
H[SUHVVHGE\LPSHUDWLYHMXGJPHQWV 2QWKLVDOWHUQDWLYHNLQGRIFRJQLWLYLVP ZKHQZHZULWH
RXWWKHFRUUHFWDQDO\VLVRIDQLPSHUDWLYHWKRXJKW WKHDQDO\VLVPXVWUHIHUWRDEHOLHIRIWKLV
W\SH 3XWDQRWKHUZD\ DVDPDWWHURIDEVROXWHPHWDSK\VLFDOQHFHVVLW\ LIVRPHRQHFRP
PDQGVWKDWWKHGRRUEHVKXW WKHQVKHEHOLHYHVWKDWWKHGRRULVQRWVKXW 6RPHRQHVLPSO\
GRHVQ·WFRXQW LQDQ\SRVVLEOHZRUOG DVJHQXLQHO\FRPPDQGLQJWKDWWKHGRRUEHVKXW XQOHVV
VKHDOVREHOLHYHVWKDWLWLVQRWVKXW 7KLVYLHZTXDOLÀHVDVWKHVWURQJHUIRUPRIFRJQLWLYLVP
DERXWLPSHUDWLYHMXGJPHQWV 2IFRXUVH LWVHHPVQRWWREHDYHU\SODXVLEOHYLHZ
6RZHKDYHDSDLURITXHVWLRQV ZKDWLVWKHQDWXUHRIPRUDOUHDOLW\ DQGZKDWLVWKH
QDWXUHRIPRUDOODQJXDJHDQGWKRXJKW" $QGZHKDYHFRQWUDGLFWRU\SRVLWLRQVDERXWHDFK
TXHVWLRQ UHVXOWLQJLQIRXUSDFNDJHVRIYLHZV UHDOLVWFRJQLWLYLVP DQWLUHDOLVWFRJQLWLYLVP
UHDOLVWQRQFRJQLWLYLVP DQGDQWLUHDOLVWQRQFRJQLWLYLVP ,QWKHIROORZLQJVHFWLRQV , ZLOO
SXWWKHVHGLVWLQFWLRQVWRZRUNLQH[SOLFDWLQJ0DFNLH·VYLHZVLQPHWDHWKLFV
 0DFNLH·V0DMRU7KHVHV
, SUHIHUWRGLVWLQJXLVKEHWZHHQ0DFNLH·VPDMRUWKHVHVDQGKLVPLQRUWKHVHV ,QWKLV
VXEVHFWLRQ, H[SODLQKLVPDMRUWKHVHV WKHSDUWVRIKLVSRVLWLRQWKDW DV, VHHLW SOD\WKH
ELJJHVWUROHLQVKDSLQJKLVRYHUDOOPHWDHWKLFDOYLHZ ,QWKHQH[WVXEVHFWLRQ , SUHVHQWVRPH
RIKLVPLQRUWKHVHV FODLPVWKDWSOD\OHVVRIDUROH EXWDQLPSRUWDQWRQHQRQHWKHOHVV
, FDQGLVFHUQWKUHHPDMRUWKHVHVLQ0DFNLH·V (WKLFV ,QYHQWLQJ5LJKWDQG:URQJ KHUH
DIWHU (,5:XQOHVVRWKHUZLVHQRWHG FLWDWLRQVLQWKLVFKDSWHUDUHWR (,5: ZKLFKKHVXP
PDUL]HV VRPHZKDWVSRUDGLFDOO\ LQYDULRXVSODFHV +HZULWHV
7KHUHDUHQRREMHFWLYHYDOXHV «DOWKRXJKPRVWSHRSOHLQPDNLQJPRUDOMXGJHPHQWVLPSOLFLWO\FODLP DPRQJRWKHUWKLQJV WREHSRLQWLQJWRVRPHWKLQJREMHFWLYHO\SUHVFULSWLYH WKHVHFODLPVDUHDOOIDOVH 

7KHÀUVWSDUWRIWKLVFLWDWLRQLQYROYHVDQRQWRORJLFDOFODLP DQGVR, WDNHLWWREHSDUWLDOO\GH
WHUPLQDWLYHRI0DFNLH·VYLHZVRQWKHGHEDWHEHWZHHQUHDOLVPDQGDQWLUHDOLVP 7KHVHFRQG
SDUWLVDWKHVLVDERXWPRUDOGLVFRXUVH DERXWZKDWVRPHRQHGRHVZKHQKHPDNHVDPRUDO
MXGJPHQW 6RLWKHOSVWRGHWHUPLQHKLVSRVLWLRQRQWKHGHEDWHRYHUFRJQLWLYLVP 7KHÀQDO
SKUDVHLQWKHSDVVDJHVHHPVYDJXHO\WRVXJJHVWZKDWLV0DFNLH·VSRVLWLRQDERXWWKHFUXFLDO
VHPDQWLFUHODWLRQVEHWZHHQPRUDOGLVFRXUVHDQGUHDOLW\
&RQVLGHU ÀUVW WKHRQWRORJLFDOFODLP ,WLVWKLVFODLPWKDWÀ[HV0DFNLHDVDQDQWLUHDOLVW
7KHVLV 7KH0HWDSK\VLFDO7KHVLV 7KHUHLVVRPHWKLQJVHULRXVO\GHIHFWLYHZLWKPRUDOUHDOLW\ YL] LWLVVXSSRVHGWREHREMHFWLYH
0\VWDWHPHQWRIWKLVWKHVLVPD\VHHPRGGWRWKHUHDGHU 'RHVQ·W0DFNLHFOHDUO\FRPPLW
KLPVHOIWRWKHGHQLDORIDQH[LVWHQFHFODLP" 'RHVQ·WKHH[SOLFLWO\VD\WKDWREMHFWLYHYDOXHV
GRQRWH[LVW" , GRQRWSUHVHQW0DFNLH·VPHWDSK\VLFDOWKHVLVVLPSO\DVWKHGHQLDORIWKH
H[LVWHQFHRIREMHFWLYHYDOXHVEHFDXVHLWLVVRPHZKDWFRQWURYHUVLDOZKHWKHUKLVVWDWHPHQW
VKRXOGEHLQWHUSUHWHGLQWKLVZD\ ,QVRIDUDV, ZLVKWRSUHVHQW0DFNLHLQDVXQFRQWURYHUVLDO
DPDQQHUDVSRVVLEOH , DYRLGWKLVQDWXUDOLQWHUSUHWDWLRQ ,QDGGLWLRQ , ZRXOGOLNH7KHVLV LQ
WKLVZRUN WREHSDUWLDOO\GHÀQLWLYHRIHUURUWKHRULHV DQGVRLWLVXVHIXO QRW WRKDYHLWVWULFWO\
DQRQH[LVWHQFHFODLP WKHUHDUHHUURUWKHRULHVWKDWVHHPQRWWRUHMHFWPRUDORQWRORJ\ EXW
LQVWHDGPHUHO\FODLPWKDWLWLVGHIHFWLYH
7KHUHDUHWZRLPSRUWDQWSDUWVRI7KHVLVWKDWUHTXLUHLPPHGLDWHDWWHQWLRQ )LUVW LW
LVXQFOHDUZKDW RQ0DFNLH·VYLHZ ZRXOGEHWKHIXQGDPHQWDORQWRORJLFDOFDWHJRULHVRI
PRUDOUHDOLW\ :KDWDUHWKHRQWRORJLFDOFDWHJRULHVRIWKHHOHPHQWVLQWRZKLFKPRUDOUHDOLW\
GHFRPSRVHV" ,VLWFRPSULVHGIXQGDPHQWDOO\RIPRUDOREMHFWVDQGSURSHUWLHV PRUDOVWDWHV
RIDIIDLUV PRUDOSURSRVLWLRQV PRUDOVWDQGDUGV" ,WLVP\RSLQLRQWKDWWKHUHLVQRFOHDU
GHWHUPLQDWHDQVZHUWRWKLVTXHVWLRQ +RZHYHU 0DFNLHVXJJHVWVWKDWREMHFWLYHYDOXHVZRXOG
KDYHWREHSURSHUWLHV , UHWDLQWKLVVXSSRVLWLRQWKURXJKRXWWKLVZRUN
6HH HJ +DUH   DOVRFKDSWHURIWKLVZRUN
&I 6FKLIIHU DQG

7KHVHFRQGSRLQWWKDWUHTXLUHVFODULÀFDWLRQLVZKDWLVPHDQWE\¶REMHFWLYH·LQ¶REMHFWLYH
YDOXHV·DQG¶REMHFWLYHO\SUHVFULSWLYH· ERWKLQ7KHVLV DQGLQWKHDERYHSDVVDJHIURP
(,5:$JDLQ , EHOLHYHWKDWLWLVLPSRVVLEOHSHUIHFWO\WRH[SOLFDWHWKHPHDQLQJRI0DFNLH·V
XVHRI¶REMHFWLYH· %XWWKHUHDUHVHYHUDOVXJJHVWLRQVDERXWLWVPHDQLQJ ZKLFK, ZLOOWXUQ
WRLQ6HFWLRQRIWKLVFKDSWHU ZKHQ, H[SOLFDWH0DFNLH·VDUJXPHQWVIRU7KHVLV
&RQWDLQHGLQWKHDERYHSDVVDJHLVDFODLPDERXWPRUDOGLVFRXUVH DERXWZKDWKDSSHQV
ZKHQVRPHRQHPDNHVDPRUDOMXGJPHQW 7KLVWKHVLVLVUHSHDWHGLQYDULRXVZD\VWKURXJKRXW
WKHÀUVWSDUWRI (,5:+HZULWHV
RUGLQDU\PRUDOMXGJHPHQWVLQFOXGHDFODLPWRREMHFWLYLW\ DQDVVXPSWLRQWKDWWKHUHDUHREMHFWLYHYDOXHV DEHOLHILQREMHFWLYHYDOXHVLVEXLOWLQWRRUGLQDU\PRUDOWKRXJKWDQGODQJXDJH 
$V, XQGHUVWDQGWKLVWKHVLV LWVWURQJO\VXJJHVWVWKDW0DFNLHLVDFRJQLWLYLVWDERXWPRUDO
GLVFRXUVH
7KHVLV 7KH'LVFRXUVH7KHVLV $OOPRUDOMXGJPHQWVLQYROYHDFODLPWRWKHHIIHFWWKDWPRUDOLW\LVREMHFWLYH
7KHGLVFRXUVHWKHVLV KRZHYHU GRHVQRWGHFLGHZKHWKHU LQ0DFNLH·VYLHZ PRUDOWKRXJKWV
FRQWDLQ DVSDUWV EHOLHIVLQREMHFWLYLW\ RUZKHWKHUWKHVHEHOLHIVDUHPHUHO\QHFHVVDULO\WLHG
SHUKDSVDVDPDWWHURIJHQHUDOSV\FKRORJLFDOODZZLWKPRUDOWKRXJKWV
&RQVLGHUWKHIROORZLQJZD\VRIÀOOLQJRXW0DFNLH·VYLHZ WKH\FRUUHVSRQGWRWKHWZR
ZD\VRIEHLQJDFRJQLWLYLVWWKDW, SUHYLRXVO\DWWHPSWHGWRH[SODLQ 2QWKHÀUVWZD\ HDFK
PRUDOMXGJPHQWMXVWLVWKHH[SUHVVLRQRIDEHOLHIWKDWDQREMHFWLYHYDOXHKROGVRIVRPH
REMHFW ,IWKLVZHUHWKHFRUUHFWZD\RILQWHUSUHWLQJ0DFNLH WKHQKHZRXOGEHDFRJQLWLYLVW
RIDVWURQJVRUW PRUDOWKRXJKWVMXVWDUHEHOLHIV 2QWKHVHFRQGZD\ HDFKPRUDOMXGJPHQWLV
WKHH[SUHVVLRQRIVRPHIHHOLQJRIDSSURYDORUGLVDSSURYDODERXWVRPHREMHFW EXWDVVRFLDWHG
ZLWKWKHVHIHHOLQJVDUHEHOLHIVWKDWREMHFWLYHYDOXHVKROGRIFHUWDLQREMHFWV ,IWKLVZHUH
6HH HJ 6LQQRWW$UPVWURQJ  -R\FH   IRUDQLQWURGXFWLRQWR0DFNLH·VXVHRI¶REMHFWLYH·

0DFNLH·VYLHZ WKHQ DJDLQ KHZRXOGEHDFRJQLWLYLVW EXWRIDZHDNHUVRUW PRUDOWKRXJKWV
DOWKRXJKWKH\DOZD\V DFWXDOO\ FDUU\ZLWKWKHPEHOLHIV DUHQRWWKHPVHOYHVEHOLHIV
6RWKHGLVFRXUVHWKHVLVGRHVQRWGHFLGHDQLPSRUWDQWTXHVWLRQLQPRUDOSV\FKRORJ\ ,W
GRHVQRWGHFLGHZKHWKHUPRUDOMXGJPHQWVDUH DVDPDWWHURIDQDO\VLV H[SUHVVLRQVRIEHOLHI
RUZKHWKHUWKH\H[SUHVVVRPHRWKHUNLQGRISV\FKRORJLFDODWWLWXGHWKDWLVQDWXUDOO\WLHGWR
EHOLHI ,WGRHVQRWWHOOXVZKDWLVWKHJHQHUDOQDWXUHRIPRUDOWKRXJKW , ZLOOWXUQWRZKDW
0DFNLHKDVWRVD\DERXWWKLVTXHVWLRQEHORZ LQVHFWLRQRIWKLVFKDSWHU
7KHUHDUHWZRIXUWKHULPSRUWDQWIHDWXUHVRI7KHVLV )LUVW WKHQRWLRQRIDPRUDOMXGJ
PHQW DVLWLVXVHGLQ7KHVLV PXVWEHFODULÀHG , ZLOOXVH¶PRUDOMXGJPHQW·DVDSLHFH
RIWHFKQLFDOWHUPLQRORJ\ DQGVR, ZLOOPDNHVRPHLPSRUWDQWVWLSXODWLRQVDERXWWKHWHUP
7KHVHVWLSXODWLRQVZLOOEHLQSOD\WKURXJKRXWWKLVZRUN 6HFWLRQLVDOVRSDUWLDOO\GHYRWHG
WRSURYLGLQJDPHDQLQJIRU¶PRUDOMXGJPHQW·
6HFRQG WKH´FODLPWRREMHFWLYLW\µWKDW0DFNLHVHHVLQRUGLQDU\PRUDOMXGJPHQWVFDQEH
WDNHQLQ URXJKO\ WKUHHZD\V ,WPD\EHDSUDJPDWLFSKHQRPHQRQ 7KHQ7KHVLVZLOOEHD
FODLPDERXWZKDWSHRSOH GR ZKHQWKH\PDNHPRUDOMXGJPHQWV 7KHFODLPFDQ LQVWHDG EH
JLYHQDVWURQJO\VHPDQWLFUHDGLQJ 2QWKLVUHDGLQJ 7KHVLVLVQDWXUDOO\WDNHQDVDWKHVLV
DERXWUHTXLUHPHQWVWKDWPXVWEHPHWLQRUGHUIRUSLHFHVRIRUGLQDU\PRUDOODQJXDJHKDYH
PHDQLQJV )LQDOO\ WKHFODLPWRREMHFWLYLW\PD\EHWDNHQDVDFRQFHSWXDOFODLP 7DNHQLQ
WKLVZD\ 7KHVLVLVDFODLPDERXWWKH FRQFHSWV WKDWDUHDVVRFLDWHGZLWKPRUDOWHUPLQRORJ\
, GLVFXVVDWOHQJWKWKHTXHVWLRQRIKRZWRLQWHUSUHWWKHGLVFRXUVHWKHVLVLQFKDSWHURIWKLV
ZRUN
, WXUQQRZWRWKHÀQDOPDMRUSDUWRI0DFNLH·VSRVLWLRQ 7KLVLVZKDWKHFDOOVKLV´HUURU
WKHRU\µDERXWPRUDOLW\ +HZULWHV
+DUH  DQG+XHPHU VHHPWRLQWHUSUHWWKHFODLPWRREMHFWLYLW\LQWKLVZD\
7KLVLV URXJKO\ WKHZD\6KDIHU/DQGDXDQGVHHPVWRUHDG0DFNLH
7KLVLVWKHZD\-R\FHVHHPVWRUHDG0DFNLH DWOHDVWLQFHUWDLQSDVVDJHV

DEHOLHILQREMHFWLYHYDOXHVLVEXLOWLQWRRUGLQDU\PRUDOWKRXJKWDQGODQJXDJH EXW WKLVLQJUDLQHGEHOLHILVIDOVH 
7KLVLVVRPHWKLQJRIWKHFDSVWRQHRI0DFNLH·VSRVLWLRQ ,WGHSHQGVXSRQ7KHVHVDQG LW
LV PRUHRUOHVV DQLQIHUHQFHEDVHGXSRQWKHP
7KHVLV 7KH(UURU7KHVLV 6LQFHREMHFWLYLW\LVDGHIHFWLQPRUDOLW\ DQGPRUDOMXGJPHQWVLQYROYHDFODLPWRREMHFWLYLW\ PRUDOMXGJPHQWVDUHLQIHFWHGZLWKZLGHVSUHDGHUURU
7KXV0DFNLHEHOLHYHVWKDWWKHUHLVDPLVWDNHWKDWSHRSOHPDNHZKHQWKH\DUHMXGJLQJWKLQJV
PRUDOO\ %XWLWLVYHU\XQFOHDUZKDWH[DFWO\0DFNLHWKLQNVLVWKHPLVWDNH 7KHUHLVDZHDN
UHDGLQJ DQGWKHUHLVDVWURQJUHDGLQJ FRUUHVSRQGLQJYHU\URXJKO\ZLWKWKHYDULRXVZD\VRI
WDNLQJWKHFODLPWRREMHFWLYLW\
2QWKHZHDNUHDGLQJ SHRSOHPHUHO\PDNHWKHHUURURIWU\LQJWR´SRLQWµWRVRPHWKLQJ
WKDWLVQRWWKHUH PXFKLQWKHVDPHZD\WKDW0DFEHWKWULHVWRRVWHQGKLVÁRDWLQJGDJJHU ,W
LVFOHDUWKDW0DFNLHEHOLHYHVDWOHDVWWKDWSHRSOHPDNHWKLVHUURUVHH IRUH[DPSOH 7KHVLV
 GLVFXVVHGEHORZ +RZHYHU LWLVLPSRUWDQWWRQRWHWKDWWKLVZHDNUHDGLQJRI7KHVLVLV
QRWDVHPDQWLFFODLPDERXWZKDWLVUHTXLUHGLQRUGHUIRUDPRUDOMXGJPHQWWREHWUXH ,WLV
WKXVFRQVLVWHQWZLWKPRUDOMXGJPHQWVJHQHUDOO\EHLQJWUXH ,Q6HFWLRQRIWKLVFKDSWHU ,
ZLOODUJXHWKDWWKLVLVLQGHHGDQDGPLVVLEOHLQWHUSUHWDWLRQRI0DFNLH·VYLHZVDERXWWKHHUURU
LQPRUDOMXGJPHQW
2QWKHVWURQJHUUHDGLQJRI7KHVLV SHRSOHV\VWHPDWLFDOO\PDNHWKHHUURURIXWWHULQJ
FODLPVWKDWDUHQRWWUXH $FFRUGLQJWKLVVWURQJHUUHDGLQJ WKHUHZRXOGKDYHWREHREMHFWLYH
YDOXHVLQRUGHUIRUPRUDOMXGJPHQWVWREHWUXH 7KHVWURQJUHDGLQJ RIFRXUVH LVFRQVLVWHQW
ZLWKDZLGHYDULHW\RIGLIIHUHQWZD\VRIIDLOLQJWRVHFXUHWUXWK 0RUDOMXGJPHQWVPD\EH
IDOVH LQGHWHUPLQDWH FRQWHQWOHVV RUHYHQPHDQLQJOHVVFRPELQDWLRQVRIZRUGV ,QFKDSWHU
RIWKLVZRUN ,·OOIXUWKHUGLVFXVVWKHVHLGHDV

 0DFNLH·V0LQRU7KHVHV
,QWKLVVXEVHFWLRQ , H[SOLFDWHDYDULHW\RIPLQRU0DFNLDQWKHVHVWKDWDUHLPSRUWDQWWRD
SURSHUXQGHUVWDQGLQJRIKLVJHQHUDOSRVLWLRQ ,QDGGLWLRQ VLQFHFRQWHPSRUDU\HUURUWKHRULHV
DUHURRWHGLQ0DFNLH·VYLHZV LWZLOOEHLPSRUWDQWWRNHHSWKHPLQPLQGIRUP\GLVFXVVLRQ
RI HJ 5LFKDUG-R\FH·VHUURUWKHRU\LQ&KDSWHU
0DFNLHKROGVDJHQHUDOWKHVLVDERXWWKHPHDQLQJVDQGFRQWHQWVRIHYDOXDWLYHXWWHUDQFHV
,Q (,5:KHZULWHV
:HFDQWKHQRIIHUDJHQHUDOGHÀQLWLRQRI¶JRRG· VXFKDVWRVDWLVI\WKHUH
TXLUHPHQWVHWF RIWKHNLQGLQTXHVWLRQ  7KLVJHQHUDOGHÀQLWLRQFRYHUVGLIIHUHQWXVHVRIWKHZRUG¶JRRG· EHFDXVHLWOHDYHVRSHQMXVWKRZWKHUHTXLUHPHQWVLQTXHVWLRQDUHVSHFLÀHGRULQGLFDWHG LWOHDYHVURRPIRUGLIIHUHQWLQWHUHVWVWREHIHGLQLQGLIIHUHQWZD\VLQGLIIHUHQWVRUWVRIFDVHV 
7KLVSDVVDJHLVDQHFKRRIKLVHDUOLHUZRUN ,Q´$HVWKHWLF-XGJPHQWV²$ /RJLFDO6WXG\µ
KHZULWHV
,QPDNLQJDQHYDOXDWLYHMXGJHPHQWZHDUHDWRQFHVD\LQJRUKLQWLQJWKDWWKHREMHFWMXGJHGKDVFHUWDLQQDWXUDOFKDUDFWHULVWLFV DQGFRPPHQGLQJLW RUSHUKDSVFRQGHPQLQJLW RQWKDWDFFRXQW 7KHJRRGPDNLQJFKDUDFWHULVWLFVDUHQDWXUDOIHDWXUHVZKLFKZHDUHXVLQJDVFULWHULDRUVWDQGDUGVRIYDOXH ZHFRPPHQGVRPHWKLQJZKLFKVDWLVÀHVWKHVHVWDQGDUGV DQGFRQGHPQVRPHWKLQJZKLFKIDLOVWRVDWLVI\WKHP (YDOXDWLYHMXGJHPHQWLVUHODWLYHWRVWDQGDUGVRUFULWHULD DQGSUHVXSSRVHVWKHP 
7KHIROORZLQJDQDORJ\ , EHOLHYH KHOSVWRHOXFLGDWH0DFNLH·VFODLP
&RQVLGHURXUMXGJPHQWVLQYROYLQJWDOOQHVV $WDEDVNHWEDOOJDPH , XWWHU ¶0LNHLVWDOO·
<RXPLJKWGLVVHQW FODLPLQJWKDWVL[DQGDKDOIIHHWLV DOOWKLQJVFRQVLGHUHG SUHWW\VKRUWIRU
DEDVNHWEDOOSOD\HU $WDFRFNWDLOSDUW\IXOORISURIHVVRUV \RXXWWHU ¶0LNHLVWDOO· ,WZRXOG
EHUHDVRQDEOHIRUPHWRDJUHH SHUKDSVQRWLQJWKDWHYHU\RQHDWWKHSDUW\LVUHODWLYHO\VKRUW
LQFRPSDULVRQWR0LNH ,QWXLWLYHO\ VLQFHZHXWWHUWKHVDPHVHQWHQFH DQGZHDUHVSHDNLQJ
WKHVDPHODQJXDJH WKHPHDQLQJVRIRXUXWWHUDQFHVGRQRWGLIIHU +RZHYHU LQWXLWLYHO\ WKH
FRQWHQWVRIRXUXWWHUDQFHVGLIIHU RXUXWWHUDQFHVH[SUHVVGLIIHUHQWSURSRVLWLRQV $ SRVVLEOH
H[SODQDWLRQRIWKLVLVWKDW DOWKRXJKWKHPHDQLQJRI¶WDOO·GRHVQ·WYDU\EHWZHHQFRQWH[WV

LWVFRQWHQWGRHV EHFDXVH LQWKHGLIIHUHQWFRQWH[WV ZHKDYHLQPLQGGLIIHUHQWVWDQGDUGVRI
WDOOQHVV ,QWXLWLYHO\ LWLVKDUGHUWREHMXGJHGWDOOUHODWLYHWRWKHVWDQGDUGV, KDYHLQPLQGLQ
WKHEDVNHWEDOOFRQWH[WWKDQLWLVWREHMXGJHGWDOOUHODWLYHWRWKHFRFNWDLOFRQWH[W ¶7DOO·LVDQ
LQGH[LFDO WKHFRQWHQWRIDWDOOQHVVMXGJPHQWLVGHWHUPLQHGERWKE\VRPHVDOLHQWVWDQGDUGRI
WDOOQHVV DQGE\WKHPHDQLQJRUFKDUDFWHURIWKHZKROHXWWHUHGVHQWHQFH $VDUHVXOW WKH
FRQWHQWVRIWDOOQHVVMXGJPHQWVFDQYDU\EHWZHHQFRQWH[WV
$V, XQGHUVWDQG0DFNLH KHPHDQVWRDFFHSWWKHIROORZLQJDGPLWWHGO\URXJKWKHVLV
DERXWHYDOXDWLYHMXGJPHQWV
7KHVLV (YDOXDWLYH,QGH[LFDOLVP 7KHFRQWHQWRIDQHYDOXDWLYHMXGJPHQWLVSDUWLDOO\À[HG LQFRQWH[W E\VRPHVDOLHQWVWDQGDUGRIHYDOXDWLRQ DQGSDUWLDOO\E\WKHPHDQLQJRIWKHWKHVHQWHQFHWKDWLVXWWHUHGLQPDNLQJWKHMXGJPHQW
7KHUHDUHVRPHLPSRUWDQWWKLQJVWRQRWHDERXWWKHQRWLRQRIDVWDQGDUGRIHYDOXDWLRQ )LUVW
LQWKHÀUVWRIWKHDERYHSDVVDJHV 0DFNLHLQGLFDWHVWKDWVWDQGDUGVRIHYDOXDWLRQLQYROYH RU
DUHFRPSULVHGIURP FHUWDLQQDWXUDOIHDWXUHVRIWKHZRUOG 6HFRQG WKHVHQDWXUDOIHDWXUHV
QHHGQRWEHPLQGLQGHSHQGHQWIHDWXUHV VRPHPD\LQYROYHRXUGHVLUHVRULQWHUHVWV DQG
VRPHPLJKWQRW 7KLUG WKHQDWXUDOIHDWXUHVIURPZKLFKVWDQGDUGVRIHYDOXDWLRQDUHFRP
SRVHGDUHVXSSRVHGWRVHUYHDVDEDVLVIRURXUDIIHFWLYHDWWLWXGHV YL] FRPPHQGDWLRQDQG
FRQGHPQDWLRQ
7KHWKHVLVRIHYDOXDWLYHLQGH[LFDOLVPLQYROYHVVRPHQHZWHUPLQRORJ\ 7KHWHUPV¶FRQ
WHQW·DQG¶PHDQLQJ·UHTXLUHVRPHH[SODQDWLRQ 7KHGLVFXVVLRQLQ6HFWLRQZLOOKHOSWRÀ[
KRZWKHVHWHUPVDUHXVHGLQP\VWDWHPHQWRIHYDOXDWLYHLQGH[LFDOLVP ,·OOH[SODLQWKHQRWLRQ
RIDQHYDOXDWLYHMXGJPHQWLQ6HFWLRQDVDJHQHUDOL]DWLRQRIWKHQRWLRQRIDPRUDOMXGJPHQW
0DFNLHKROGVVRPHJHQHUDOYLHZVDERXWWKHQDWXUHRIUHDVRQV ,Q (,5:KHZULWHV
&RQÀQLQJRXUVHOYHVWRKXPDQDJHQWVDQGWKHLUFKRLFHRIDFWLRQ ZHPLJKW KRSHWRGHWHUPLQHZKDWSHRSOHRXJKWWRGRE\VHHLQJZKDWFDQFRXQWDVUHDVRQVIRUDFWLRQ 7KHUHVHHPWREHVHYHUDONLQGV 0RVWREYLRXVO\ ZHZRXOGVD\WKDWWKHUHLVDUHDVRQIRU D·V *LQJ RUWKDW D KDVDUHDVRQWR *LI *LQJZRXOGOHDGWRWKHIXOÀOOPHQWRIVRPHGHVLUHRUSXUSRVHRULGHDOWKDW D QRZKDVDQG D NQRZVWKLV 

+HUHKHDFFHSWVWKDWVRPHRQHKDVDUHDVRQWRGRVRPHWKLQJLIKHNQRZVWKDWDSUHVHQWGHVLUH
RIKLVZRXOGEHVDWLVÀHG +HJRHVRQ
6RPHRQHFDQKDYHDUHDVRQ IRUGRLQJZKDWZLOOOHDGRULVOLNHO\WROHDGRUHYHQLVZURQJO\EHOLHYHGE\KLPWREHOLNHO\WROHDGWRWKHVDWLVIDFWLRQ SHUKDSVLQWKHUHPRWHIXWXUH RIVRPHGHVLUHHWF WKDWKHQRZKDV 
+HUHKHDFFHSWVWKDWVRPHRQHKDVDUHDVRQWRGRVRPHWKLQJLIKHKDVVRPHSRVLWLYHFUHGHQFH
WKDWDGHVLUHRIKLVZRXOGEHVDWLVÀHG 0DFNLHHYHQDOORZVWKDWVRPHRQHPLJKWKDYHDUHDVRQ
WRGRVRPHWKLQJZKHQWKDWSHUVRQKDVQRSRVLWLYHFUHGHQFHWKDWLWZLOOSURPRWHKLVGHVLUHV
+HJRHVRQ
%XWZKDWLIKHZLOOKDYHDQGNQRZVWKDWKHZLOOKDYHVRPHGHVLUHRUSXUSRVHDWVRPHIXWXUHGDWH DQGVRPHWKLQJWKDWKHFDQGRQRZLVOLNHO\WROHDGWRLWVIXOÀOOPHQW GRHVWKLVFRQVWLWXWHDUHDVRQIRUKLVQRZGRLQJWKLV"  'RWKHGHVLUHVDQGHVSHFLDOO\WKHVXIIHULQJVRIRWKHUSHRSOH LINQRZQWRPH FRQVWLWXWHDUHDVRQIRUPHWRGRVRPHWKLQJ LI, FDQ" 
6LQFHKHDQVZHUV¶<HV·WRWKHVHTXHVWLRQV KHDFFHSWVWKDWRWKHUV·GHVLUHVFDQEHDEDVLVIRU
VRPHRQH·VUHDVRQVWRDFW
$V, XQGHUVWDQG0DFNLH KHPHDQVWRDFFHSWVRPHWKHVLVWRWKHIROORZLQJHIIHFW
7KHVLV +XPHDQLVPDERXW5HDVRQV :KHQHYHUDSHUVRQKDVDUHDVRQWRGRVRPHWKLQJ WKHUHDUH RUKHEHOLHYHVWKHUHDUH VRPHGHVLUHV LQWHUHVWV RUHQGVWKDWZRXOGEHSURPRWHGE\KLVGRLQJLW
,WLVLPSRUWDQWWRQRWLFHKRZORRVHO\¶SURPRWLRQ·LVFRQVWUXHGLQ7KHVLV ,QDGGLWLRQ
WKHGHVLUHVWKDWJURXQGDUHDVRQFDQFRPHIURPMXVWDERXWDQ\ZKHUH WKH\PD\EHIXWXUH
GHVLUHV WKHGHVLUHVRIRWKHUV RUHYHQWKHHQGVRIVRPH´LQVWLWXWLRQµ 7KHGHVLUHVQHHGQRW
HYHQDFWXDOO\H[LVW LWPD\PHUHO\EHWKDWVRPHRQHKDVDSRVLWLYHFUHGHQFHLQWKHLUH[LVWHQFH
7KHVLV ZKLFKLVSDUWRIWKHEDVLVRI5LFKDUG-R\FH·VHUURUWKHRU\DERXWPRUDOLW\ ZLOO
EHLPSRUWDQWLQFKDSWHURIWKLVZRUN ZKHUH, H[SOLFDWH-R\FH·VSRVLWLRQ
&RPSDUHWKHIRUPXODWLRQRI0DFNLH·VSRVLWLRQRQUHDVRQVLQ3KLOOLSV 
&RPSDUH6FKURHGHU·VIRUPXODWLRQRI+XPHDQLVPDERXWUHDVRQVLQKLV 
-R\FH VRPHZKDWGHFHSWLYHO\ FDOOVKLVYLHZDERXWUHDVRQVD¶QRQ+XPHDQ·DFFRXQWRIUHDVRQV +HLQKHULWVWKLVWHUPLQRORJ\IURP6PLWK  ,QP\RSLQLRQ LWGRHVQ·WPDWWHUZKDWQDPHZHDWWULEXWHWRWKHWKHVLVZKDWPDWWHUVLVWKHFRQWHQWRIWKHWKHVLV DQGZKHWKHULWLVWUXH

)LQDOO\ 0DFNLHKROGVDJHQHUDOWKHVLVDERXWWKHSV\FKRORJLFDOSURFHVVLQYROYHGLQWKH
PDNLQJRIPRUDOMXGJPHQWV ,Q (,5:KHZULWHV
,IZHDGPLWZKDW+XPHFDOOVWKHPLQG·V¶SURSHQVLW\WRVSUHDGLWVHOIRQH[WHUQDOREMHFWV· ZHFDQXQGHUVWDQGWKHVXSSRVHGREMHFWLYLW\RIPRUDOTXDOLWLHVDVDULVLQJIURPZKDWZHFDQFDOOWKHSURMHFWLRQRUREMHFWLÀFDWLRQRIPRUDODWWLWXGHV 
,QHDUOLHUZRUN KHZULWHV
LQXVLQJPRUDOWHUPVZHDUHDVLWZHUHREMHFWLI\LQJRXURZQIHHOLQJVWKLQNLQJWKHPLQWRTXDOLWLHVH[LVWLQJLQGHSHQGHQWO\RIXV )RUH[DPSOH ZHPD\VHHDSODQW VD\DIXQJXV WKDWÀOOVXVZLWKGLVJXVW EXWLQVWHDGRIVWDWLQJWKDWZHKDYHWKLVIHHOLQJ RUPHUHO\H[SUHVVLQJDQGUHOLHYLQJLWE\DQH[FODPDWLRQZHPD\DVFULEHWRWKHIXQJXVDVHPLPRUDOTXDOLW\RIIRXOQHVV RYHUDQGDERYHDOOWKHTXDOLWLHVWKDWDSK\VLFDOVFLHQWLVWFRXOGÀQGLQLW  7KHIHHOLQJDQGWKHVXSSRVHGTXDOLW\DUHUHODWHGDVDVHDORUVWDPSDQGLWVLPSUHVVLRQ  
$V, XQGHUVWDQG0DFNLH KHLVH[SODLQLQJZKDWKHWKLQNVLVWKHFDXVDOFKDLQWKDWOHDGVWR
PDQ\RIRXUPRUDOMXGJPHQWV )LUVW ZHVHHVRPHWKLQJKDSSHQ RUWKLQNDERXWVRPH
SRVVLEOHVWDWHRIDIIDLUV 3HUKDSV LQUHDFWLRQWRWKLV ZHH[SHULHQFHDIHHOLQJRIDSSURYDO
SHUKDSVDIHHOLQJRIFRQGHPQDWLRQ SHUKDSVZHWKLQNWKDWVRPHRQHHOVHPLJKWKDYHVXFK
DIHHOLQJDERXWWKHVWDWHRIDIIDLUV )LQDOO\ ZHSURMHFWRQWRWKDWVWDWHRIDIIDLUVDFHUWDLQ
IHDWXUH YL] DQREMHFWLYHYDOXH WKDWLVVXSSRVHGWREHLQWHUQDOO\UHODWHGWRWKDWIHHOLQJRI
DSSURYDORUFRQGHPQDWLRQ
0DFNLHFDOOVWKHSURFHVVWKDWOHDGVXSWRWKLVSURMHFWLRQWKH¶REMHFWLÀFDWLRQRIYDOXHV·
7KHVLV 7KH2EMHFWLÀFDWLRQRI9DOXHV :KHQVRPHRQHPDNHVDPRUDOMXGJPHQW KHSURMHFWVRQWRWKHZRUOGKLV RUVRPHRQH·V DIIHFWLYHDWWLWXGHDERXWVRPHWKLQJ
-R\FHDQGKDVDQLQWHUHVWLQJGLVFXVVLRQRIWKHVHNLQGVRIPRUDOMXGJPHQWV ZKLFKKHFDOOV¶SDUDGLJPDWLFPRUDOMXGJPHQWV· 2QKLVYLHZ VRPHRIRXUMXGJPHQWVWKHQRQSDUDGLJPDWLFRQHVKDYHDWHVWLPRQLDOFDXVDOKHULWDJH SHUKDSVDPHQWRUVLPSO\LPSUHVVHVWKLVMXGJPHQWRQXV SHUKDSVZHDUHEUDLQZDVKHGLQWRKDYLQJWKHP 2WKHUMXGJPHQWVWKHSDUDGLJPDWLFRQHVKDYHFDXVDOKHULWDJHVWKDWDUHPRUHLQWHUQDOWRXV WKH\DUHWKHSURGXFWRIRXURZQPRUDOVHQVLELOLWLHV ,QP\RSLQLRQ WKHUHPD\EHQRDFWXDOFOHDUFXWFDVHVRI-R\FH·VSDUDGLJPDWLFPRUDOMXGJPHQWV ,WVHHPVWRPHSODXVLEOHWKDWWKHFDXVDOKHULWDJHVRIDOORIRXUPRUDOMXGJPHQWVDUHDMXPEOHGPLVKPDVKRIPDQ\IDFWRUV DWOHDVWVRPHRIZKLFKLQYROYHWKHFRQGLWLRQLQJRIPHQWRUV DVZHOODVRWKHU´VRFLHWDOSUHVVXUHVµ
0DFNLHGLVFXVVHVWKLVIXUWKHULQKLV VHHDOVR-R\FH 

7KHUHDUHWZRLPSRUWDQWWKLQJVWRQRWHDERXW7KHVLV )LUVW WKHQRWLRQRI¶SURMHFWLRQ·LV
XQFOHDU LVSURMHFWLRQDQLUUHGXFLEOHSV\FKRORJLFDOUHODWLRQWKDWEHDUVEHWZHHQDSHUVRQ DQ
DIIHFWLYHDWWLWXGH DQGDQREMHFWLQWKHZRUOG" 2UFDQWKHQRWLRQRISURMHFWLRQEHUHGXFHG
WRPRUHZHOOXQGHUVWRRGSV\FKRORJLFDOQRWLRQV" )RUH[DPSOH SHUKDSVVRPHRQHSURMHFWV
DTXDOLW\RQWRWKHZRUOGZKHQKHEHOLHYHVWKDWWKHTXDOLW\KROGVRIDFHUWDLQREMHFW ,·OO
GLVFXVVWKLVLVVXHLQVHFWLRQRIWKLVFKDSWHU
6HFRQG , EHOLHYHWKDWWKHWKHVLVRIWKHREMHFWLÀFDWLRQRIYDOXHVLVLPSRUWDQWO\UHODWHGWR
7KHVLV WKHWKHVLVDERXWWKHFODLPWRREMHFWLYLW\ +RZHYHU WKH\DUHQRWLGHQWLFDO 7KHVLV
LVPRUHVSHFLÀHGLQWZRUHVSHFWV :KHUHDV7KHVLVPDNHVQRFODLPDERXWWKHUHODWLRQ
EHWZHHQVXSSRVHGREMHFWLYHYDOXHVDQGWKHDIIHFWLYHIHHOLQJVRISHRSOH 7KHVLVHQWDLOVWKDW
WKHUHDUHSXUSRUWHGQHFHVVDU\FRQQHFWLRQVEHWZHHQWKHVHLWHPV 0DFNLHZULWHV ´7KHREMHF
WLYHTXDOLW\LVQRWVLPSO\WKHIHHOLQJLWVHOIWUDQVIHUUHGWRDQH[WHUQDOREMHFW EXWLVVRPHWKLQJ
WKDWZRXOGLQHYLWDEO\DURXVHWKDWIHHOLQJµ $QGZKHUHDV7KHVLVLVQ·WREYLRXVO\DQHP
SLULFDOFODLPDERXWPRUDOSV\FKRORJ\ 7KHVLVPDNHVDFODLPDERXWWKHFDXVDOSURFHVVWKDW
UHVXOWVLQDSV\FKRORJLFDODWWLWXGHFDOOHG¶SURMHFWLRQ· 7KXV DV, XQGHUVWDQG7KHVLV LW
SXUSRUWVWRJLYHXVLPSRUWDQWLQIRUPDWLRQDERXWWKHQDWXUHRIPRUDOWKRXJKW ,·OOGLVFXVVWKH
LPSOLFDWLRQVRI7KHVLVIXUWKHULQWKHQH[WVHFWLRQ
, KDYHPDGHPDQ\SURPLVHV DQGWKXVLQFXUUHGPDQ\REOLJDWLRQV ,WLVWLPHWRVWDUW
IXOÀOOLQJWKHP
 0RUDO-XGJPHQWVDQG0RUDO7KRXJKWV
,QVXEVHFWLRQ , H[SODLQKRZ, ZLOOXVHWKHWHUPV¶MXGJPHQW· ¶HYDOXDWLYHMXGJPHQW·
DQG¶PRUDOMXGJPHQW· WKURXJKRXWWKLVZRUN :KDW, VD\LQWKLVUHJDUGVKRXOGEHWKRXJKWRI
DVPRVWO\DPDWWHURIVWLSXODWLRQ +RZHYHU P\VWLSXODWLRQVÀWZHOOHQRXJKZLWKWKHXVHRI
WKHVHWHUPVLQWKHOLWHUDWXUH DQGWKH\FLUFXPYHQWFHUWDLQSRVVLEOHWHFKQLFDOSUREOHPVIRUWKH
 

YLHZV,·OOGLVFXVVLQWKLVZRUN , KRSHWKH\GRQRWUDLVHIXUWKHUWHFKQLFDOGLIÀFXOWLHV ,Q
VXEVHFWLRQ , FODULI\ZKDW, EHOLHYHDUH0DFNLH·VYLHZVRQWKHQDWXUHRIWKHSV\FKRORJLFDO
DWWLWXGHVLQYROYHGLQPDNLQJPRUDOMXGJPHQWV $ JHQHUDODVVXPSWLRQRIWKHOLWHUDWXUHLV
WKDW0DFNLHLVDFRJQLWLYLVW EXWLWLVQRWDWDOOREYLRXVWRPHZKDWLVWKHMXVWLÀFDWLRQIRU
WKLVDVVXPSWLRQ ,·OODUJXHWKDWKHVKRXOGGHWHUPLQDWHO\EHXQGHUVWRRGDVDVWURQJVRUWRI
FRJQLWLYLVWDERXWPRUDOLW\
 -XGJPHQWV (YDOXDWLYH-XGJPHQWV DQG0RUDO-XGJPHQWV
,QWKLVZRUN , ZLOOXVH¶MXGJPHQW·WRGHVLJQDWHDEURDGFODVVRISKHQRPHQD 7KHFODVV
RIMXGJPHQWVZLOOLQFOXGHEHOLHIVDQGDVVHUWLRQV 7KXV ZKHQVRPHRQHDVVHUWVVRPHWKLQJ
WREHWKHFDVH KHMXGJHVLWWREHWUXH ZKHQVRPHRQHEHOLHYHVVRPHWKLQJ KHMXGJHVLWWR
EHWKHFDVH :KLOH, WDNH¶MXGJPHQW·WRUHIHUERWKWRWKHVHSXEOLFOLQJXLVWLFDFWVDVZHOODV
WRSULYDWHFRJQLWLYHSKHQRPHQD ,·OOUHIHUWRWKHDJHQWRIWKHMXGJPHQW E\GHIDXOW DVWKH
¶VSHDNHU· WKRXJK, PD\VRPHWLPHVUHIHUWRWKHDJHQWDVWKH¶WKLQNHU·
,·OODOVRXVH·MXGJPHQW·WRWDONDERXWSDUWLFXODUXWWHUDQFHVRIVHQWHQFHV :KHQVRPHRQH
XWWHUV ¶,WLVUDLQLQJ· KLVXWWHULQJLWRQWKDWRFFDVLRQLVDMXGJPHQW ,·OODVVXPHWKLV ZKHWKHU
RUQRWKHDVVHUWVWKDWLWLVDWWKHWLPHUDLQLQJ DQGZKHWKHURUQRWKHEHOLHYHVWKDWLWLVUDLQLQJ
LQKLVFLUFXPVWDQFHV )RUH[DPSOH WKHVSHDNHUPLJKWEHMRNLQJ O\LQJ RUHQJDJHGLQDJDPH
RIPDNHEHOLHYH ,·OODOVRRIWHQXVH¶VWDWHPHQW·WRUHIHUWRWKHVHWRNHQLQJVRIVHQWHQFHV 7KXV
DVWDWHPHQWQHHGQRWEHDQDVVHUWLRQRUDQDVVHUWLYHXWWHUDQFH LQP\WHUPLQRORJ\
,·OOHYHQXVH¶MXGJPHQW·WRUHIHUWRWKHDVVXPSWLRQVRIVSHDNHUVLQFRQWH[W VRWKDWD
VSHDNHU·VSUDJPDWLFSUHVXSSRVLWLRQV EDFNJURXQGEHOLHIV RUWDFLWEHOLHIVDUHLQFOXGHGLQKLV
MXGJPHQWV 6XSSRVH, DVN\RX ¶+RZROGLVWKHSUHVHQW.LQJRI)UDQFH"· ,QGRLQJVR , PRVW
OLNHO\SUHVXSSRVHWKDWWKHUHLVDSUHVHQW.LQJRI)UDQFH DQG, WKHUHIRUHKDYHMXGJHGWKDW
WKHUHLVRQH
)LQDOO\ , VWLSXODWHWKDW¶MXGJPHQW·LVWRDSSO\WRZKDWDUHLQWXLWLYHO\QRQFRJQLWLYHDQG
QRQSURSRVLWLRQDOVRUWVRISKHQRPHQD YL] FRPPDQGVHQWHQFHVDQGH[SUHVVLRQVRIDIIHF

WLRQ 6XSSRVH, FRPPDQG\RXWRVKXWWKHGRRU XWWHULQJDV, GR ¶6KXWWKHGRRU· , ZLOOUHIHU
WRZKDW, GRLQWKLVFRQWH[WDVDMXGJPHQW /LNHZLVH VXSSRVHWKDW, RSHQP\UHIULJHUDWRU
KRSLQJWRHDWVRPHRIODVWZHHN·VOHIWRYHUV )LQGLQJDFHUWDLQIRXOVPHOOLQJIXQJXVLQP\
OHIWRYHUV , VD\¶(ZZZ· DQGWRVVWKHPLQWKHFRPSRVW 0\H[SUHVVLRQRIGLVDSSURYDORI
WKHOHIWRYHUV·VPHOOLV LQP\WHUPV DMXGJPHQW
7KHUHDUHHYDOXDWLYHMXGJPHQWVDPRQJRXUMXGJPHQWV ,QPDNLQJDQHYDOXDWLYHMXGJ
PHQW DVSHDNHUSXUSRUWVWRGHVFULEHVRPHWKLQJDVIRXO GHVLUDEOH JRRG ZURQJ IDLU DQGVR
RQ )RUHDFKRIWKHVHNLQGVRIMXGJPHQW LWVHHPVWKDWWKHVSHDNHULVFRPPLWWLQJKLPVHOIWR
DFHUWDLQ´HYDOXDWLRQµRIVRPHWKLQJRURWKHU
$PRQJWKHHYDOXDWLYHMXGJPHQWVDUHWKHPRUDOMXGJPHQWV $QLPSRUWDQWTXHVWLRQWRDVN
LV ZKDWLVLWWKDWGHOLPLWVWKHPRUDOMXGJPHQWVIURPWKHUHVWRIWKHHYDOXDWLYHMXGJPHQWV
DQGIURPWKHUHVWRIMXGJPHQWV PRUHJHQHUDOO\" ,·OOWDNHWKHIROORZLQJDSSURDFKLQUHVSRQVH
WRWKLVTXHVWLRQ 7KHUHDUHVRPHXVHVRIHYDOXDWLYHWHUPVWKDWDUHSDUDGLJPDWLFDOO\PRUDO
XVHV , ZLOOFDOOWKHVHXVHVRIHYDOXDWLYHWHUPV¶PRUDOWHUPV· 6HQWHQFHXWWHUDQFHVLQZKLFK
PRUDOWHUPVRFFXU, ZLOOFDOO¶PRUDOVWDWHPHQWV· 0RUDOMXGJPHQWV EURDGO\FRQVWUXHG DUH
MXGJPHQWVWKDWZRXOGQDWXUDOO\EHPDGHWKURXJKWKHXVHRIPRUDOVWDWHPHQWV &RQVLGHUD
IHZH[DPSOHV
)LUVWH[DPSOH $\RXQJZRPDQZKRDOLJQVKHUVHOIZLWKWKHIHPLQLVWPRYHPHQWLVSDUDG
LQJRXWVLGHDFRXUWKRXVHZLWKRWKHUVHOISURFODLPHGIHPLQLVWV 6KHFODLPVWREHOLHYHWKDW
DZRPDQKDVDQLQDOLHQDEOHULJKWWRERGLO\LQWHJULW\ RQHWKDWHYHQWUXPSVDIHWXV·VULJKW
WROLIH 7KHVLJQVKHLVKROGLQJKDVZULWWHQRQLWVRPHVORJDQWRWKHHIIHFWWKDWDERUWLRQ
&RPSDUH-DFNVRQ 
,WLVLPSRUWDQWWREHFOHDUKHUHDERXWKRZ,·PLQGLYLGXDWLQJWHUPV 2QRQHZD\RIWKLQNLQJDERXWWKLV WKHUHLVMXVWRQHWHUP¶EDQN· DQGWZRGLIIHUHQWZD\VRIXVLQJLW 7KLVLVQRWKRZ, DPFRQFHLYLQJWKHLQGLYLGXDWLRQRIWHUPV ,QVWHDG , DVVXPHWKDWWKHUHLVDFODVVRIXVHVRI¶EDQN·ZKHUHLWLVXVHGWRUHIHUWRPRQH\EDQNV DQGDGLIIHUHQWFODVVZKHUHLWLVXVHGWRUHIHUWRULYHUEDQNV (DFKRIWKHVHFODVVHVFRUUHVSRQGVWRDGLIIHUHQWWHUP7KXV , DPGLVWLQJXLVKLQJWHUPVLQDPRUHÀQHJUDLQHGZD\WKDQ, ZRXOGLI, ZHUHMXVWGLVWLQJXLVKLQJEHWZHHQWKHPW\SRJUDSKLFDOO\ 1RWKLQJRILPSRUWDQFHKDQJVRQWKLV , UHFRJQL]HWKHRWKHUPRUHFRDUVHJUDLQHGZD\DVDSHUIHFWO\JRRGZD\RILQGLYLGXDWLQJWHUPV DQGLWLVXVHIXOIRUFHUWDLQSXUSRVHV ,WLVMXVWWKDWP\ZD\LVPRUHXVHIXOIRUP\SUHVHQWSXUSRVHV

VKRXOGQ·WEHLOOHJDO WKDWLWZRXOGEHXQMXVWIRUDJRYHUQPHQWWRWDNHDZD\WKLVULJKW 6KH
LVFKDQWLQJ ¶$ERUWLRQLVSHUPLVVLEOH· +HUXVHRI¶SHUPLVVLEOH· LQWKLVFRQWH[W LVDPRUDO
XVHRIWKHWHUP
6HFRQGH[DPSOH $ PLGGOHDJHGPDQLVVLWWLQJDWWKHEUHDNIDVWWDEOH UHDGLQJWKHOR
FDOQHZVSDSHU +HVHHVDKHDGOLQHWKDWUHDGV¶&DQLQH.LOOHU6WULNHV$JDLQ· DQGKHJRHV
RQWRUHDGDERXWDSROLFHLQYHVWLJDWLRQLQWRWKHP\VWHULRXVGURZQLQJRIGRJVLQWKHDUHD
7KHSROLFHWKLQNWKHUHLVDXQLTXHKXPDQFULPLQDOZKRKDV WKXVIDU GURZQHGWHQFDQLQHV
6RPHZKDWGLVWXUEHGDERXWWKHSURVSHFWVIRUKLVRZQSXSS\ KHVD\VWRKLPVHOI ¶,W·VZURQJ
IRUWKHPXUGHUHUWRNLOOWKRVHGRJV²ZKHWKHURUQRWKHÀUVWDVNVWKHLURZQHUV· +LVXVHRI
¶ZURQJ·LVDPRUDOXVHRIWKHWHUP
7KLUGH[DPSOH $ KLJKVFKRROVWXGHQWLVOHDUQLQJDERXWWKHSHUVHFXWLRQRIWKH-HZV
GXULQJ:RUOG:DU,,+HÀQGVRXWWKDWWKH\ZHQWWKURXJKDOOVRUWVRISDLQIXOH[SHULHQFHV
7KH\ZHUHVWDUYHG WRUWXUHG ZRUNHGWRGHDWK EHDWHQ DQGVRRQ +HÀJXUHVWKH\PXVWKDYH
IHOWDORWRISDLQ +HGLVDSSURYHVRIZKDWKDSSHQHGWRWKHP WKLQNLQJDERXWLWLQYRNHVLQ
KLPDVWURQJIHHOLQJRIUHSXJQDQFH :KLOHJLYLQJDSUHVHQWDWLRQRQWKLVWRSLF KHDQQRXQFHV
WRWKHFODVV ¶$OOWKDWSDLQWKH-HZVH[SHULHQFHGZDVEDG· +LVXVHRI¶EDG·LVDPRUDOXVH
RIWKHWHUP
7KHVHDUHPRUDOXVHVRI¶SHUPLVVLEOH· ¶ZURQJ· DQG¶EDG· (DFKVXFKXVHFRUUHVSRQGVWR
DPRUDOWHUP , ZLOOQRW KRZHYHU UHVWULFWWKHDSSOLFDWLRQRI¶PRUDOWHUP·MXVWWRWKHZRUGVLQ
WKHDERYHH[DPSOHV 7KHUHDUHDOVRPRUDOXVHVRIWKHIROORZLQJWHUPV ¶JRRG· ¶GHVLUDEOH·
¶HYLO· ¶VKRXOG· ¶RXJKW· ¶MXVW· ¶IDLU· DQG¶GHVHUYLQJ· ,QDQ\FDVH WKHMXGJPHQWVRIWKH
LQGLYLGXDOVLQWKHSUHFHGLQJH[DPSOHVDUHPRUDOMXGJPHQWV EHFDXVHWKH\LQYROYHPRUDO
XVHVRIHYDOXDWLYHWHUPV
7KHUHDUHPDQ\PRUHPRUDOMXGJPHQWVWKDQWKHDERYHSDUDGLJPV 8WWHUDQFHVRIWKH
IROORZLQJVHQWHQFHVFDQEHPRUDOMXGJPHQWV
:KDWWKHPXUGHUHUGLGZDVZURQJ<RXRXJKWWRVDYHWKHGURZQLQJFKLOG WKRXJKKHLVDQHYLOOLWWOHER\$ERUWLRQLVSHUPLVVLEOH

3DLQLVEDG&DSLWDOSXQLVKPHQWLVXQMXVW,IWRUWXUHLVDQHYLO WKHQ\RXVKRXOGQ·WGRLW(LWKHUJHWWLQJ\RXUOLWWOHEURWKHUWRVWHDOLVZURQJ RUVWHDOLQJLVQ·WZURQJ
7KHUHDUHVRPHLPSRUWDQWGLIIHUHQFHV KRZHYHU EHWZHHQWKHÀUVWWZRRIWKHVHVHQWHQFHVDQG
WKHUHVW &RPSDUHWKHÀUVWVHQWHQFHZLWKWKHWKLUG 3ULPDIDFLH WKHÀUVWVHQWHQFHDVVHUWV
RIDSDUWLFXODUDFWLRQZKDWWKHPXUGHUHUGLGWKDWLWZDVZURQJ 6LPLODUO\IRUWKHWKLUG
SULPDIDFLH LWDVVHUWVRIDQDFWLRQDERUWLRQWKDWLWLVSHUPLVVLEOH %XWLWVHHPVWKDWWKH
WKLUGVHQWHQFHKDVDIHDWXUHWKDWWKHÀUVWGRHVQRW ,WLVQDWXUDOWRSUHÀ[WKHWKLUGVHQWHQFH
ZLWK¶VRPHWLPHV· ¶W\SLFDOO\· RU¶DOZD\V· ZKHUHWKLVLVXQQDWXUDOIRUWKHÀUVWVHQWHQFH :H
JHWWKHIROORZLQJYDULDQWVRIWKHWKLUGVHQWHQFH
6RPHWLPHV DERUWLRQLVSHUPLVVLEOH $ERUWLRQLVVRPHWLPHVSHUPLVVLEOH7\SLFDOO\ DERUWLRQLVSHUPLVVLEOH $ERUWLRQLVW\SLFDOO\SHUPLVVLEOH$OZD\V DERUWLRQLVSHUPLVVLEOH $ERUWLRQLVDOZD\VSHUPLVVLEOH
6LPLODUIHDWXUHVKROGRIWKHIRXUWKDQGÀIWKVHQWHQFHV 7KXV , WDNHVHQWHQFHVOLNHWKHWKLUG
IRXUWK DQGÀIWK WREHJHQHUDOL]DWLRQVLQDZD\WKDWWKHÀUVWWZRDUHQRW , WDNHWKHGLIIHUHQFH
EHWZHHQWKHVHVHQWHQFHVFRUUHVSRQGPRUHRUOHVVZLWKWKHFODVVLFDOGLVWLQFWLRQEHWZHHQVHQ
WHQFHVZKRVHPDLQVXEMHFWWHUPVUHIHUWRDFWWRNHQV DQGWKRVHZKRVHPDLQVXEMHFWWHUPV
UHIHUWRDFWW\SHV
1RZFRPSDUHWKHÀUVWWZRVHQWHQFHVZLWKWKHODVWWZRVHQWHQFHV 3ULPDIDFLH WKHODVW
VHQWHQFHGRHVQ·WDVVHUWRIDQ\WKLQJWKDW\RXVKRXOGQ·WGRLW /LNHZLVHIRUWKHÀQDOVHQWHQFH
7KH\DUHFRQGLWLRQHG RUTXDOLÀHG LQDZD\WKDWWKHÀUVWWZRVHQWHQFHVDUHQRW 7KHVHFRQG
WRODVWVHQWHQFH LQWXLWLYHO\ LVFRPSDWLEOHZLWKWKHSHUPLVVLELOLW\RIWRUWXUH /LNHZLVH WKH
ÀQDOVHQWHQFHLVFRPSDWLEOHZLWKLW·VEHLQJPRUDOO\SHUPLVVLEOHWRVWHDO
)LQDOO\ FRPSDUHWKHÀUVWWZRVHQWHQFHVZLWKHDFKRWKHU :KHUHDVWKHÀUVWVHHPVWR
PDNHMXVWRQHPRUDOMXGJPHQWWKDWDFHUWDLQDFWLRQZDVZURQJ WKHVHFRQGVHHPVWRPDNH
1RWHWKDW ZKLOHLWLVXQQDWXUDOWRSUHÀ[WKHÀUVWVHQWHQFHZLWKRQHRIWKHVHDGYHUEVRITXDQWLÀFDWLRQ LWLVQRWOLQJXLVWLFDOO\LPSRVVLEOH , PLJKWPDNHSHUIHFWO\JRRGVHQVHE\XWWHULQJ ¶6RPHWLPHV ZKDWWKHPXUGHUHUGLGZDVZURQJ· VRORQJDVZHWDNHWKHERXQGVHQWHQFHWREHJHQHUDOLQWKHVDPHZD\WKHWKLUG IRXUWK DQGÀIWKVHQWHQFHVDUHJHQHUDO ,W·VMXVWWKDW, ZRXOGQ·WQDWXUDOO\LQWHUSUHWWKDWVHQWHQFHLQWKDWZD\

WZRWKDW\RXKDYHDFHUWDLQREOLJDWLRQ DQGWKDWDFHUWDLQOLWWOHER\LVHYLO 7KHÀUVWVHHPV
WRH[SUHVVDVLPSOHUWKRXJKWWKDQWKHVHFRQG 7KHVHFRQGLVDFRPSRVLWHRIPRUHEDVLF
MXGJPHQWV
, ZLOOFDOOMXGJPHQWVOLNHWKHÀUVW¶EDVLFPRUDOMXGJPHQWVRUVWDWHPHQWV· -XGJPHQWV
OLNHWKHODVWVL[VHQWHQFHVFRQMXQFWLYH JHQHUDO RUFRQGLWLRQHG , ZLOOUHIHUWRDV¶FRPSOH[
PRUDOMXGJPHQWVRUVWDWHPHQWV·
:LWKWKLVGLVWLQFWLRQEHWZHHQFRPSOH[DQGEDVLFPRUDOMXGJPHQWVLQPLQG ZHDUHLQD
SRVLWLRQWRFODULI\IXUWKHU0DFNLH·V7KHVLV WKHGLVFRXUVHWKHVLV $FFRUGLQJWRWKDWFODLP
PRUDOMXGJPHQWVHVVHQWLDOO\LQYROYHDEHOLHILQWKHREMHFWLYLW\RIYDOXHV 7KHVLVWKHUH
IRUHLPSOLHVWKDW IRUH[DPSOH WKH\RXQJIHPLQLVW WKHEDOGLQJPDQ DQGWKHKLJKVFKRRO
VWXGHQW LQPDNLQJWKHLUUHVSHFWLYHMXGJPHQWV DUHDOOVRPHKRZFRPPLWWHGWRWKHREMHFWLY
LW\RIYDOXHV , EHOLHYHWKDWZHVKRXOGQRWLPPHGLDWHO\UHMHFWWKHVHLPSOLFDWLRQVDVWRWDOO\
DEVXUG
&RQVLGHU KRZHYHU D )RXUWK([DPSOH 'DYLG+XPH DVNHSWLFDERXWPRUDOLW\ LVWU\LQJ
WRGHFLGHZKDWWRGR +LVOLWWOHEURWKHUFRXOGVWHDOIRUKLPDERRNIURP&OHDQWKHV·OLEUDU\
+XPHUHDOO\ZDQWVWKHERRN $QRWKHUIULHQG 3KLOR WHOOVKLPWKDW VLQFHVWHDOLQJLVZURQJ
JHWWLQJ\RXUOLWWOHEURWKHUWRVWHDOLVZURQJ +XPHUHSOLHV ¶, JXHVV, DOUHDG\NQHZWKDW
,IVWHDOLQJLVZURQJ WKHQJHWWLQJ\RXUOLWWOHEURWKHUWRVWHDOLVZURQJ %XWWKDWGRHVQ·W
VD\PXFK 7KHUHSUREDEO\LVQ·WDQ\UHDOTXDOLW\RIZURQJQHVV 6RVWHDOLQJSUREDEO\LVQ·W
ZURQJ· *LYHQP\VWLSXODWHGPHDQLQJRI¶PRUDOMXGJPHQW· 7KHVLVLPSOLHVWKDW LQPDNLQJ
WKLVPRUDOMXGJPHQW +XPHLVLQVRPHWKLQJRIDSDUDGR[LFDOVLWXDWLRQ +HKDVPDGHDPRUDO
MXGJPHQW DQGWKHUHIRUHFRPPLWWHGKLPVHOIWRWKHREMHFWLYLW\RIYDOXHV %XW EHLQJDPRUDO
VNHSWLF KHUHMHFWVDQ\VXFKFRPPLWPHQW
, ÀQGWKLVWURXEOHVRPH ,WVHHPVPRUHRUOHVVDEVXUGWRVD\WKDW+XPHKDVPDGHDQ\
NLQGRI´FODLPWRREMHFWLYLW\µ &RQGLWLRQDOFODLPVOLNHWKLVRIWHQVHHPWRRZHDNWRLQFXU
, KDYHVLPLODULQWXLWLRQVDERXWFHUWDLQQHJDWLYHPRUDOMXGJPHQWVDQGRQHVWKDWLQYROYHSURSRVLWLRQDODWWLWXGHV HJ ¶,W·VVLPSO\QRWWUXHWKDWVWHDOLQJLVZURQJ·DQG¶3KLOREHOLHYHVWKDWVWHDOLQJLVZURQJ·

VXFKDFRPPLWPHQW 1RWLFH KRZHYHU WKDWDUHYLVLRQRI7KHVLVWKDWRQO\TXDQWLÀHVRYHU
WKH EDVLF PRUDOMXGJPHQWVGRHVQRWKDYHWKLVLPSOLFDWLRQ 6RXQGHUVWRRG 7KHVLVZRXOG
EHVLOHQWRQZKHWKHUSHRSOHDUHFRPPLWWHGWRWKHREMHFWLYLW\RIYDOXHVLQPDNLQJFRQGLWLRQDO
PRUDOMXGJPHQWV , WDNHWKLVDVDUHDVRQWRSUHIHUWKLVZHDNHQLQJRIWKHGLVFRXUVHWKHVLV
0RUHRYHU , GRXEWWKDW0DFNLHLQWHQGHGWRLPSO\WKDWVRPHRQHOLNH+XPHPLJKWKDYHEHHQ
FRPPLWWHGWRREMHFWLYHYDOXHVLQPDNLQJFRQGLWLRQDOPRUDOMXGJPHQWV
+HUHDIWHU LQWKLVZRUN , ZLOOXVH¶PRUDOMXGJPHQW·DQG¶PRUDOVWDWPHQW·WRPHDQZKDW
, KDYHVWLSXODWHG¶EDVLFPRUDOMXGJPHQW·WRPHDQ XQOHVVRWKHUZLVHQRWHG 7KXV XQOHVV,
H[SOLFLWO\VD\WKDW, DPWDONLQJDERXWFRPSOH[PRUDOMXGJPHQWV WKHVXEMHFWPDWWHURIP\
GLVFXVVLRQVKRXOGEHXQGHUVWRRGWREHLQWKLVZD\UHVWULFWHG
, FDQWKLQNRIWZRZRUULHVIRUUHVWULFWLQJP\GLVFXVVLRQLQWKLVZD\ %RWKLQYROYHWKH
LGHDWKDWWKLVXQGHUVWDQGLQJPDNHVWKHGLVFRXUVHWKHVLVREMHFWLRQDEO\ZHDN )LUVW ZKHQ
VRPHRQHPDNHVDFRQMXQFWLYHRUJHQHUDOPRUDOMXGJPHQW LWVHHPVWKDWKHLVFRPPLWWHGWR
ZKDWHYHUKHZRXOGKDYHEHHQFRPPLWWHGWRKDGKHPDGHDPRUHVSHFLÀFMXGJPHQW )RU
H[DPSOH LQXWWHULQJ ¶$ERUWLRQLVSHUPLVVLEOH· RXU\RXQJIHPLQLVWVHHPVFRPPLWWHGWRDW
OHDVWZKDWVKHZRXOGKDYHEHHQFRPPLWWHGWR LQWKHZD\RIREMHFWLYHYDOXHV KDGVKHMXGJHG
RIDSDUWLFXODUDFWRIDERUWLRQWKDWLWZDVSHUPLVVLEOH %XWP\XQGHUVWDQGLQJRI7KHVLV
GRHVQ·WDOORZXVWRGHULYHWKLVUHVXOW
6HFRQG DSKLORVRSKHUPLJKWDFFHSWDSULQFLSOHWRWKHHIIHFWWKDWVWDQGDUGGHRQWLFQRWLRQV
DUHLQWHUGHÀQDEOH $FFRUGLQJWRVXFKDYLHZ WKHUHPD\EHDEDVLFGHRQWLFQRWLRQ VD\
ZURQJQHVV 2WKHUQRWLRQV VXFKDVSHUPLVVLELOLW\ DUHGHÀQDEOHLQWHUPVRIZURQJQHVV IRU
DQDFWLRQWREHSHUPLVVLEOHLVIRULWQRWWREHZURQJ 6XFKDSKLORVRSKHUPLJKWFODLPWKDW
WKHUHIRUH DMXGJPHQWWRWKHHIIHFWWKDWDQDFWLRQLVSHUPLVVLEOHLVDFRPSOH[PRUDOMXGJPHQW
7KHQ7KHVLVJRHVVLOHQWZLWKUHJDUGWRDOOPRUDOMXGJPHQWVRISHUPLVVLELOLW\
6HHWKHGLVFXVVLRQLQ3LJGHQ 

, KDYHQRGLUHFWUHSO\WRWKHVHREMHFWLRQV 0\LQGLUHFWUHSO\LVWKDWLWLVSURÀWDEOHWR
DEVWUDFWDZD\IURPWKHLVVXHVWKDWWKH\UDLVH 0\GLVFXVVLRQFDQPDLQWDLQDFRPIRUWDEOH
OHYHORISUHFLVLRQ JLYHQWKHZD\, KDYHVHWWKLQJVXS %XWWRLQWURGXFHDEDUUDJHRITXDO
LÀFDWLRQVLQUHSO\WRWKHVHSUREOHPVZRXOGFOXWWHUP\GLVFXVVLRQEH\RQGFRPSUHKHQVLRQ
7KXV , DFNQRZOHGJHWKDWWKHVHLVVXHVPXVWEHGHDOWZLWK %XWQRWE\PH QRWULJKWQRZ
 0RUDO7KRXJKWV
&RUUHODWHGZLWKDW\SLFDOVWDWHPHQWLVDSV\FKRORJLFDODWWLWXGH RUWKRXJKW WKDWWKHVWDWH
PHQWH[SUHVVHV ,QWXLWLYHO\ DVWDWHPHQWH[SUHVVHVDFHUWDLQWKRXJKWLI XQGHURUGLQDU\FLU
FXPVWDQFHV LWZRXOGEHOLQJXLVWLFDOO\DSSURSULDWHIRUVRPHRQHWRPDNHWKHVWDWHPHQWRQO\LI
VKHKDGWKHSV\FKRORJLFDODWWLWXGH 7KXVDQDXGLHQFHWRWKHVWDWHPHQWPLJKWUHDVRQDEO\LQ
IHUWKDWWKHLQGLYLGXDOPDNLQJWKHMXGJPHQWKDVWKHWKRXJKW :KHQ, VD\ ¶6QRZLVZKLWH·
LQDFHUWDLQFRQWH[W DQG\RXDUHP\DXGLHQFH LWLVRUGLQDULO\UHDVRQDEOHIRU\RXWRWKLQN
WKDW, KDYHDEHOLHILQWKHSURSRVLWLRQWKDWVQRZLVZKLWH :KHQ, VD\ ¶, DPVLWWLQJ· \RXPD\
UHDVRQDEO\FRPHWRWKLQNWKDW, EHOLHYH, DPVLWWLQJ 2UVXSSRVH, XWWHUWKHIROORZLQJFODLP
¶, KHUHE\H[SUHVVP\EHOLHIWKDW0RULDUW\KDVDUULYHG· <RXRXJKWWRWDNHP\XWWHUDQFHWR
EHDQH[SUHVVLRQRIP\EHOLHIVDERXW0RULDUW\·VORFDWLRQ
7KHSV\FKRORJLFDODWWLWXGHQHHGQRWEHDEHOLHI :KHQ, ÀQGWKHIRXOVPHOOLQJIXQJXVLQ
P\UHIULJHUDWRU DQGH[FODLP ¶(ZZZ· SHUKDSV\RXVKRXOGWKLQN, GLVDSSURYHRIWKHVPHOO
RIWKHOHIWRYHUV ,QWKLVVLWXDWLRQ P\XWWHUDQFHLVDQH[SUHVVLRQRIGLVDSSURYDO ,I, FODLP
¶7KHUH·VSUREDEO\QR*RG· \RXVKRXOGWKLQNWKDWP\FUHGHQFHLQWKHSURSRVLWLRQWKDWWKHUH
LVQR*RGLVKLJK +HUH LWLVQDWXUDOWRWDNHP\XWWHUDQFHDVDQH[SUHVVLRQRIP\FUHGHQFHV
DERXWUHOLJLRXVPDWWHUV %XWLWZRXOGEHJRLQJWRRIDUWRLQWHUSUHWPHDVKDYLQJH[SUHVVHGD
EHOLHI², PD\EHDJQRVWLFDERXWWKHPDWWHU
,·OOXVH¶PRUDOWKRXJKW·WRUHIHUWRWKHSV\FKRORJLFDODWWLWXGHWKXVH[SUHVVHGE\DPRUDO
VWDWHPHQW 7KHUHLVDQLPSRUWDQWJHQHUDOTXHVWLRQDERXWPRUDOWKRXJKWV ZKDWVRUWRISV\
&RPSDUH6FKURHGHU  

FKRORJLFDODWWLWXGHDUHWKH\" , ZLOOQRWDUJXHIRUDQDQVZHUWRWKDWTXHVWLRQKHUH +RZHYHU
WKHUHLVUHVWULFWLRQRIWKHTXHVWLRQ ZKDWVRUWRISV\FKRORJLFDODWWLWXGHGRHV0DFNLHWKLQN
PRUDOWKRXJKWVDUH" 7KLVTXHVWLRQ, ZLOODQVZHU ,QVKRUW , EHOLHYH0DFNLHWKLQNVPRUDO
WKRXJKWVDUHEHOLHIV 7KHUHDUH KRZHYHU RWKHUSRVVLELOLWLHV ZKLFKDUHVXJJHVWHGE\7KHVLV

5HFDOO7KHVLV WKHSULQFLSOHRIWKHREMHFWLÀFDWLRQRIYDOXHV $FFRUGLQJWRWKLVSULQFL
SOH ZKHQVRPHRQHPDNHVDPRUDOMXGJPHQW KLVMXGJPHQWLVDUHVXOWRIDQLQWHUQDOSURFHVV
RIUHFRJQL]LQJKLVRZQDIIHFWLYHDWWLWXGH DQGWKHQSURMHFWLQJWKLVDWWLWXGHRQWRWKHZRUOG
7KHUHDUHWKXVDSSDUHQWO\WZRSV\FKRORJLFDOVWDWHVWKDW0DFNLHWKLQNVDUHLQYROYHGLQWKH
PDNLQJRIDPRUDOMXGJPHQW DQDIIHFWLRQDQGDSURMHFWLRQ
6KRXOGZHUHDG0DFNLHDVDFFHSWLQJWKHLGHDWKDWPRUDOWKRXJKWVDUHPHUHDIIHFWLRQV"
2QWKLVLQWHUSUHWDWLRQRI0DFNLH KHZRXOGKROGWKDWPRUDOWKRXJKWVDUHMXVWWKHIHHOLQJV
RIFRPPHQGDWLRQRUFRQGHPQDWLRQWKDWDUHDOOHJHGO\SDUWRIWKHSURFHVVRIREMHFWLÀFDWLRQ
7KHUHDUHWZRUHDVRQVZK\ZHVKRXOGQRWUHDGKLPLQWKLVZD\ )LUVW WKHDIIHFWLYHDWWLWXGH
WKDWLVSDUWRIWKHSURFHVVRIREMHFWLÀFDWLRQLVVXSSRVHGWREHFDXVDOO\SULRUWRWKHPRUDO
MXGJPHQW 7KDWLV RQ0DFNLH·VYLHZ ZHÀUVWKDYHDIHHOLQJRIFRPPHQGDWLRQ WKLVFDXVHV
XVWRSURMHFWRXUIHHOLQJRQWRWKHZRUOG WKXVJLYLQJULVHWRRXUPRUDOMXGJPHQW 6HFRQG
WKHUHLVVRPHGLUHFWWH[WXDOHYLGHQFHWKDWKHUHMHFWHGWKLVLGHD ,QKLVHDUOLHUZRUN KHZURWH
´ZHGRQRWWKLQNZHDUHPHUHO\HMDFXODWLQJZKHQZHWDONLQPRUDOWHUPVµ , WDNHKLP
KHUHWREHUHMHFWLQJWKHLGHDWKDWDPRUDOMXGJPHQWLVPHUHO\DQH[SUHVVLRQRIFRQGHPQDWLRQ
RUFRPPHQGDWLRQ
, EHOLHYHWKDW RQ0DFNLH·VYLHZ PRUDOWKRXJKWVDUHWKHÀQDOUHVXOWRIWKHSURFHVVRI
REMHFWLÀFDWLRQ ,H PRUDOWKRXJKWVDUH RUUHGXFHWR WKH´SURMHFWLRQVµRIRXUIHHOLQJVRQWR
WKHZRUOG %XWLWLVQRWDWDOOFOHDUZKDWLV0DFNLH·VQRWLRQRISURMHFWLRQ 7KHUHDUHWZR
JHQHUDOZD\VWRXQGHUVWDQGWKHLGHD
 

2QWKHÀUVWZD\ WKHSV\FKRORJLFDODWWLWXGHRISURMHFWLRQLVQRWUHGXFLEOHWRPRUHEDVLF
SV\FKRORJLFDOQRWLRQV 7KXV ZKHQVRPHRQHSURMHFWVKLVIHHOLQJRQWRWKHZRUOG DFHUWDLQ
LUUHGXFLEOHDWWLWXGHKROGVEHWZHHQDQREMHFWLQWKHZRUOGDQGKLVIHHOLQJ , ZLOOQRWLQWHUSUHW
0DFNLHLQWKLVZD\ , KDYHWZRUHDVRQVIRUUHMHFWLQJWKLVLQWHUSUHWDWLRQRI0DFNLH 7KHÀUVW
LQEULHI LVWKDW, FDQQRWXQGHUVWDQGZKDWWKLVDWWLWXGHZRXOGEH , FDQQRWLQWHUSUHW0DFNLH
DVDFFHSWLQJDFHUWDLQWKHVLV ZKHQ, FDQQRWXQGHUVWDQGWKHWKHVLV 7KHVHFRQGUHDVRQLV
WKDWWKHUHLVDQHDVLO\JUDVSDEOHDOWHUQDWLYHLQWHUSUHWDWLRQRI0DFNLH DFFRUGLQJWRZKLFK
SURMHFWLRQLVQRWVRPHNLQGRILUUHGXFLEOHDWWLWXGH
, LQWHUSUHW0DFNLHLQDVHFRQGZD\ DFFRUGLQJWRZKLFKWKHDWWLWXGHRISURMHFWLRQUHGXFHV
WRRWKHUSV\FKRORJLFDODWWLWXGHV SURMHFWLRQ IRU0DFNLH LVVXSSRVHGWRUHGXFHWREHOLHI
7KHUHLVWH[WXDOHYLGHQFHIRUWKLV +HZULWHV ´ZHDUHDVLWZHUHREMHFWLI\LQJRXURZQ
IHHOLQJV WKLQNLQJWKHPLQWR TXDOLWLHVH[LVWLQJLQGHSHQGHQWRIXVµ 2QWKHPRVWQDWXUDO
XQGHUVWDQGLQJRIWKLVTXRWH 0DFNLHLVFODLPLQJWKDW ZKHQZHPDNHPRUDOMXGJPHQWV ZH
EHOLHYHWKHUHLVDSURSHUW\WKDWLVKDGE\VRPHWKLQJZHKDYHDQDIIHFWLYHIHHOLQJDERXW
2XUEHOLHI LQVXFKDVLWXDWLRQ LVRXUPRUDOWKRXJKW LH WKHSV\FKRORJLFDODWWLWXGHWKDW
ZRXOGEHH[SUHVVHGE\WKHVDOLHQWPRUDOVWDWHPHQW 7KXV IRU0DFNLH VRPHRQHKDVDPRUDO
WKRXJKWMXVWLQFDVHVKHEHOLHYHVWKDWDFHUWDLQNLQGRIDIIHFWLYHDWWLWXGHLVLQWHUQDOO\UHODWHG
WRDQREMHFWLYHYDOXH DQGWKDWWKLVREMHFWLYHYDOXHLVH[HPSOLÀHGLQVRPHWKLQJ
:KHQLQWHUSUHWHGLQWKLVZD\ 0DFNLHLVDFRJQLWLYLVWDERXWPRUDOSV\FKRORJ\ ,QDG
GLWLRQ WKLVLVWKHRQO\UDWLRQDOHWKDW, FDQFRQFRFWLQIDYRURIWKHLGHDWKDW0DFNLHUHDOO\LV
-R\FH WDNHVWKHWKHVLVRIREMHFWLÀFDWLRQWRLQYROYHWKHLGHDWKDW ZKHQVRPHRQHSURMHFWVKLVIHHOLQJRQWRWKHZRUOG KH´H[SHULHQFHVµVRPHREMHFW´DVµKDYLQJDQREMHFWLYHIHDWXUH , VLPSO\GRQRWNQRZKRZWRHQJDJHZLWKWKLVLGHD :KDWLVLWWRH[SHULHQFHVRPHWKLQJDVEHLQJJRRG LILWLVQRWMXVWWREHOLHYHWKDWJRRGQHVVKROGVRIWKDWWKLQJ" 3HUKDSV RQHPLJKWFODLP LWFRXOGEHXQGHUVWRRGE\DQDORJ\WRRXUFRORUSHUFHSWLRQV VRPHWKLQJPLJKW´VWULNHPHDVµEHLQJUHG HYHQZKLOH, GRQRWEHOLHYHWKDWLWLVUHG %XWWKHVHQVHLQZKLFKVRPHWKLQJPLJKW´VWULNHPHDVµEHLQJJRRGLVGLIIHUHQWIURPWKHVHQVHLQZKLFKVRPHWKLQJPLJKW´VWULNHPHDVµEHLQJUHG ,QWKHPRUDOFDVH WRVD\WKDW[VWULNHVPHDVEHLQJJRRGLVMXVWWRVD\WKDW, DPLQLWLDOO\LQFOLQHGWREHOLHYHWKDW[LVJRRG ,QWKHFRORUFDVH WRVD\WKDW[VWULNHVPHDVEHLQJUHGLVWRPDNHDFODLPDERXWP\H[SHULHQFHRILW LWDSSHDUVWRPHDVEHLQJUHG
  P\HPSKDVLV
6HHDOVR0DFNLH  

DFRJQLWLYLVW 2QKLVYLHZ PRUDOWKRXJKWVMXVWDUHEHOLHIV LQFHUWDLQFRPSOH[SURSRVLWLRQV
LQYROYLQJWKHH[LVWHQFHRIREMHFWLYHYDOXHSURSHUWLHVDQGWKHLULQWHUQDOFRQQHFWLRQVZLWK
FHUWDLQDIIHFWLYHDWWLWXGHV %XWZKDWDUHWKHVHREMHFWLYHYDOXHVVXSSRVHGWREH" :KDWLVLW
WKDW0DFNLHWKLQNVZRXOGPDNHWKHVHSURSHUWLHV´REMHFWLYHµ" , ZLOOEHJLQWRDQVZHUWKHVH
TXHVWLRQVLQWKHQH[WVHFWLRQ
 0DFNLH·V$UJXPHQWVIRUWKH0HWDSK\VLFDO7KHVLV
6RIDU , KDYHQRWKDGPXFKWRVD\DERXW0DFNLH·VQRWLRQRIREMHFWLYLW\ ,QWKLVVHFWLRQ
, HOXFLGDWHWKHPHDQLQJRI0DFNLH·VXVHRI¶REMHFWLYH·E\TXLFNO\H[SODLQLQJWKHDUJXPHQWV
IURP (,5: WRWKHHIIHFWWKDWWKHUHFDQEHQRREMHFWLYHYDOXHV
7KHUHDUHDIHZSUHOLPLQDULHVWRQRWH )LUVW , ZLOORQO\GLVFXVVYHUVLRQVRI0DFNLH·V
´DUJXPHQWIURPTXHHUQHVVµ ,·OOQRWGLVFXVVKLV´DUJXPHQWIURPUHODWLYLW\µ 0\MXVWLÀFD
WLRQIRUWKLVLVWKDWDGLVFXVVLRQRIKLVDUJXPHQWIURPUHODWLYLW\ZRXOGQRWKHOSWRHOXFLGDWH
0DFNLH·VQRWLRQRIREMHFWLYLW\ ,WGRHVQRWVHHPWRLQYROYHDQ\DVVXPSWLRQVDERXWWKHQDWXUH
RIREMHFWLYHYDOXHV
6HFRQG WKHPDLQWKHPHRIWKHDUJXPHQWIURPTXHHUQHVVJRHVURXJKO\DVIROORZV ´2E
MHFWLYHYDOXHV LIWKH\H[LVWHG ZRXOGKDYHWREHTXHHUHQWLWLHV EXWLWLVLPSODXVLEOHWRWKLQN
WKHUHDUHVXFKHQWLWLHV DQGVR WKHUHFDQEHQRREMHFWLYHYDOXHVµ 7KXVXQGHUVWRRG HDFK
YHUVLRQRIWKHDUJXPHQWIURPTXHHUQHVVLQYROYHVWZRVWHSV ÀUVW DFODLPDERXWWKHHVVHQFH
RIREMHFWLYHYDOXHV DQGVHFRQG DFODLPDERXWZKHWKHUREMHFWLYHYDOXHV VRFRQFHLYHG H[LVW
7KHÀUVWVWHSLQHDFKYHUVLRQLVQRQVXEVWDQWLYH LWLVPHUHO\VXSSRVHGWREHDSDUWLDOGHÀ
 
7KHDUJXPHQWIURPUHODWLYLW\LVURXJKO\WKLV ´7KHUHLVZLGHVSUHDGPRUDOGLVDJUHHPHQW DQGWKLVLVEHVWH[SODLQHGE\WKHQRQH[LVWHQFHRIREMHFWLYHYDOXHVµ <RXPLJKWWKLQNWKDWWKLV GRHV LQYROYHVRPHDVVXPSWLRQVDERXWWKHQDWXUHRIREMHFWLYHYDOXHV YL] WKDWWKH\ZRXOG FDXVH XVQRWWREHLQZLGHVSUHDGGLVDJUHHPHQWDERXWPRUDOLW\ LIWKH\H[LVWHG 7KXVXQGHUVWRRG REMHFWLYHYDOXHVZRXOGEHFDXVDOO\SRWHQW %XW, GRQRWWKLQN0DFNLHFRXOGKDYHDVVXPHGWKLV EHFDXVHKHVHHPHGWRWKLQNWKDW LIWKHUHZHUHREMHFWLYHYDOXHV WKH\ZRXOGVWDQGRXWVLGHRIWKHFDXVDORUGHU , WKLQNLWLVVRPHWKLQJRIDSX]]OHKRZWRFKDULWDEO\XQGHUVWDQGWKHDUJXPHQWIURPUHODWLYLW\

QLWLRQRIWKHQRWLRQRIREMHFWLYHYDOXH 7KHVHFRQGVWHSLVVXSSRVHGWREHPRUHVXEVWDQWLYH
LWLVDERXWZKDWLVLQWKHZRUOG
)LQDOO\ , ZLOOQRWKDYHPXFKFRPPHQWDU\RQWKHVRXQGQHVVRIWKHVHDUJXPHQWV QRU
RQWKHLUVXEVWDQWLYHSUHPLVHV 0\PDLQJRDOLVWRH[SOLFDWH0DFNLH·VLGHDRIDQREMHFWLYH
YDOXH 6XIÀFHLWWRVD\WKDW, GRQRWWKLQNWKHDUJXPHQWV WDNHQHLWKHULQGLYLGXDOO\RUMRLQWO\
FRQFOXVLYHO\HVWDEOLVK0DFNLH·VPHWDSK\VLFDOWKHVLV
 2EMHFWLYH9DOXHVDQG8QQDWXUDO(SLVWHPRORJ\
5RXJKO\ DFFRUGLQJWR0DFNLH·VÀUVWYHUVLRQRIWKHDUJXPHQWIURPTXHHUQHVV LIWKHUH
ZHUHREMHFWLYHYDOXHV WKHQZHFRXOGKDYHQRNQRZOHGJHRIWKHP VLQFHWKH\ZRXOGQRWEH
SDUWRIWKHQDWXUDOZRUOG 0DFNLHZULWHV
LIZHZHUHDZDUHRI>REMHFWLYHYDOXHV@ LWZRXOGKDYHWREHE\VRPHVSHFLDOIDFXOW\RIPRUDOSHUFHSWLRQRULQWXLWLRQ XWWHUO\GLIIHUHQWIURPRXURUGLQDU\ZD\VRINQRZLQJHYHU\WKLQJHOVH 
7KHUHDVRQZK\NQRZOHGJHRIREMHFWLYHYDOXHVFRXOGRQO\FRPHE\ZD\RIDIDFXOW\RI
LQWXLWLRQLVWKDWWKH\ZRXOGKDYHWREHQRQQDWXUDO PLQGLQGHSHQGHQWSURSHUWLHV 0DFNLH
GRHVQRWKDYHPXFKWRVD\DERXWZKDWKHPHDQVE\¶QRQQDWXUDO· ,WLVUHDVRQDEOHWR
VXSSRVH KRZHYHU WKDWIRU0DFNLH QRQQDWXUDOSURSHUWLHVDUHRQHVWKDWGRQRWÀJXUHLQ
WKHQDWXUDOVFLHQFHV +HGRHV KRZHYHU SUHVHQWVRPHNLQGRIH[SODQDWLRQRIKLVQRWLRQ
PLQGLQGHSHQGHQFH +HZULWHV
7KHRUGLQDU\XVHURIPRUDOODQJXDJHPHDQVWRVD\VRPHWKLQJDERXWZKDWHYHULWLVWKDWKHFKDUDFWHUL]HVPRUDOO\ IRUH[DPSOHDSRVVLEOHDFWLRQ DVLWLVLQ
&RPSDUH-R\FH   DQG6PLWK  
)RUGLVFXVVLRQVRI0DFNLH·VDUJXPHQWV VHH6LQQRWW$UPVWURQJ  +XHPHU  6KDIHU/DQGDX -R\FH  DQG6PLWK 
6HH HJ 0DFNLH  
7KLVLVDVRPHZKDWVWDQGDUGUHQGHULQJRI¶QRQQDWXUDO· 6HH HJ 6KDIHU/DQGDX IRUUHIHUHQFHV, GRQRWWKLQNWKLVVRUWRIDFFRXQWSURYLGHVDVXIÀFLHQWH[SODQDWLRQRIWKHQRWLRQRIQRQQDWXUDOQHVV EXW,·OOQRWSUHVVWKHLVVXHKHUH ,QJHQHUDO LQWKLVZRUN , WU\WRVWHHUDZD\IURPLVVXHVGLUHFWO\SHUWDLQLQJWRWKHQDWXUDOLVPQRQQDWXUDOLVPGHEDWH

LWVHOI RUZRXOGEHLILWZHUHUHDOL]HG DQGQRWDERXW RUHYHQVLPSO\H[SUHVVLYHRI KLV RUDQ\RQHHOVH·V DWWLWXGHRUUHODWLRQWRLW  FI  
$V, XQGHUVWDQG0DFNLH KLVFODLPKHUHLVWKDW LIWKHUHZHUHREMHFWLYHYDOXHV WKHQ
ZKHWKHUWKH\KHOGRIFHUWDLQREMHFWVZRXOGGHSHQGRQWKHLQWULQVLFQDWXUHVRIREMHFWVH[WHUQDO
WRRXUEUDLQVWDWHV 7KH\ZRXOGQ·WGHSHQGRQRXUSV\FKRORJLFDODWWLWXGHV
6R LQWKHFRQWH[WRIWKLVÀUVWYHUVLRQRIWKHDUJXPHQWIURPTXHHUQHVV 0DFNLHFRQFHLYHV
RIREMHFWLYHYDOXHVDVSURSHUWLHVWKDWWKHQDWXUDOVFLHQFHVGRQ·WSXUSRUWWRVWXG\ DQGWKDW
DUHH[WHUQDOWRRXUSV\FKRORJ\ $FFRUGLQJWR0DFNLH SURSHUWLHVOLNHWKLVFRXOGRQO\FRPH
WREHNQRZQ YLD D´VSHFLDOIDFXOW\RIPRUDOLQWXLWLRQµ
 2EMHFWLYH9DOXHVDV0RWLYDWLQJ
2QWKLVVHFRQGYHUVLRQRIKLVDUJXPHQWIURPTXHHUQHVV 0DFNLHFODLPVWKDWREMHFWLYH
YDOXHVZRXOGKDYHWREHHVVHQWLDOO\PRWLYDWLQJ +HZULWHV
3ODWR·V)RUPVJLYHDGUDPDWLFSLFWXUHRIZKDWDQREMHFWLYHYDOXHZRXOGKDYHWREH 7KH)RUPRIWKH*RRGLVVXFKWKDWNQRZOHGJHRILWSURYLGHVWKHNQRZHUZLWKERWKDGLUHFWLRQDQGDQRYHUULGLQJPRWLYH VRPHWKLQJ·VEHLQJJRRGERWKWHOOVWKHSHUVRQZKRNQRZVWKLVWRSXUVXHLWDQGPDNHVKLPSXUVXHLW $QREMHFWLYHJRRGZRXOGEHVRXJKWE\DQ\RQHZKRZDVDFTXDLQWHGZLWKLW QRWEHFDXVHRIDQ\FRQWLQJHQWIDFWWKDWWKLVSHUVRQRUHYHU\SHUVRQ LVVRFRQVWLWXWHGWKDWKHGHVLUHVWKLVHQG EXWMXVWEHFDXVHWKHHQGKDVWREHSXUVXHGQHVVVRPHKRZEXLOWLQWRLW 
,WLVXQFOHDUKRZVWURQJO\WRWDNH0DFNLH·VFODLPKHUH 2QRQHLQWHUSUHWDWLRQ LIWKHUH
ZHUHREMHFWLYHYDOXHV WKHQLWZRXOGEHLPSRVVLEOHIRUWKHPWREHH[HPSOLÀHGLQVRPHWKLQJ
ZLWKRXWSHRSOHKDYLQJFHUWDLQPRWLYDWLRQDOUHDFWLRQVWRWKHP 2QDZHDNHUUHDGLQJ SHRSOH
ZRXOGRQO\KDYHWRKDYHPRWLYDWLRQDOUHDFWLRQVWRWKHLUEHOLHIVWKDWREMHFWLYHYDOXHVZHUH
LQVWDQWLDWHG $FFRUGLQJWRHLWKHURIWKHVHUHDGLQJV WKHQRWLRQRIQHFHVVLW\LQYROYHGLVVXS
SRVHGWREHEURDG PHWDSK\VLFDOQHFHVVLW\ %XWWKHUHLVDQHYHQZHDNHUUHDGLQJ DFFRUGLQJ
6HH'UHLHU   DQG6LQQRW$UPVWURQJ  IRUJRRGGLVFXVVLRQVRIWKLVSRLQW /HZLVDFFHSWVDYLHZRQZKLFKWKHUHLVDQ¶LII\·FRQQHFWLRQEHWZHHQYDOXHVDQGPRWLYDWLRQ

WRZKLFK DVDPDWWHURIJHQHUDOSV\FKRORJLFDOODZ SHRSOHKDYHPRWLYDWLRQDOUHDFWLRQVWR
WKHLUEHOLHIVLQYROYLQJREMHFWLYHYDOXHV
,QDQ\FDVH 0DFNLHDWWHPSWV ZKLOHJLYLQJWKLVDUJXPHQW WRGUDZDVWURQJFRQQHFWLRQ
EHWZHHQREMHFWLYHYDOXHVDQGPRWLYDWLRQ +HFRQFHLYHVREMHFWLYHYDOXHVDVTXDOLÀHGO\
HVVHQWLDOO\PRWLYDWLQJSURSHUWLHV 7KXVXQGHUVWRRG ZHFDQDGGWR0DFNLH·VGHÀQLWLRQRI
REMHFWLYHYDOXHV WKH\DUHQRQQDWXUDO LQWULQVLF HVVHQWLDOO\PRWLYDWLQJSURSHUWLHV RQHVWKDW
ZHFDQRQO\JUDVSYLDDIDFXOW\RILQWXLWLRQ
 2EMHFWLYH9DOXHVDV6XSHUYHQLHQW
$FFRUGLQJWR0DFNLH·VODVWYHUVLRQRIWKHDUJXPHQW WKHTXHHUQHVVRIREMHFWLYHYDOXHV
ZRXOGFRQVLVWLQWKHLUVXSHUYHQLHQWQDWXUH +HZULWHV
:KDWLVWKHFRQQHFWLRQEHWZHHQDQDWXUDOIDFWWKDWDQDFWLRQLVDSLHFHRIGHOLEHUDWHFUXHOW\²VD\ FDXVLQJSDLQMXVWIRUIXQ²DQGWKHPRUDOIDFWWKDWLWLVZURQJ" ,WFDQQRWEHDQHQWDLOPHQW DORJLFDORUVHPDQWLFQHFHVVLW\ <HWLWLVQRWPHUHO\WKDWWKHWZRIHDWXUHVRFFXUWRJHWKHU 7KHZURQJQHVVPXVWVRPHKRZEH¶FRQVHTXHQWLDO· RU¶VXSHUYHQLHQW· LWLVZURQJEHFDXVHLWLVDSLHFHRIGHOLEHUDWHFUXHOW\ %XWMXVWZKDW LQWKHZRUOG LVVLJQLÀHGE\WKLV¶EHFDXVH·" 
6R DOWKRXJKREMHFWLYHYDOXHVDUH IRU0DFNLH VXSSRVHGWREHGLVWLQFWIURPQDWXUDOSURS
HUWLHV WKH\DUHVXSSRVHGWRKROGLQYLUWXHRIWKHVHSURSHUWLHV 7KHUHVWLOODUHVXSSRVHGWR
EHQHFHVVDU\FRQQHFWLRQVEHWZHHQWKHQDWXUDOIHDWXUHVRIWKHZRUOGDQGREMHFWLYHYDOXHV
,H IRUDQ\REMHFWLYHYDOXH WKHUHDUHVRPHQDWXUDOSURSHUWLHV ZKRVHLQVWDQWLDWLRQZRXOG
JXDUDQWHHWKHLQVWDQWLDWLRQRIWKHREMHFWLYHYDOXH 7KHVHQHFHVVDU\FRQQHFWLRQVZRXOGQRW
KROGLQYLUWXHRIORJLF 0DFNLHWKLQNVRQHFDQQRWVLPSO\GHULYHDQ¶RXJKW·IURPDQ¶LV· 1RU
ZRXOGWKH\KROGLQYLUWXHRIDQDO\WLFIDFWVDERXWWKHPHDQLQJVRIHYDOXDWLYHDQGGHVFULSWLYH
WHUPV 7KH\DUH LQVWHDG VXSSRVHGWREH´EUXWHµPHWDSK\VLFDOQHFHVVLWLHV
7KLVDOOHJHGFRQQHFWLRQEHWZHHQREMHFWLYHYDOXHVDQGQDWXUDOSURSHUWLHVSURYLGHVXV
ZLWKDQRWKHUIHDWXUHRI0DFNLH·VFRQFHSWLRQRIREMHFWLYHYDOXHV ,QKLVYLHZ DQREMHFWLYH
6HH HJ 0DFNLH  

YDOXHLVQRQVFLHQWLÀF LQWULQVLF HVVHQWLDOO\PRWLYDWLQJ EUXWDOO\VXSHUYHQLHQW DQGVXFKWKDW
LWFDQRQO\EHNQRZQWKURXJKWKHOHQVRILQWXLWLRQ
 2EMHFWLYH9DOXHVDV5HDVRQ*LYLQJ
7KHUHLVDQRWKHUYHUVLRQRIWKHDUJXPHQWIURPTXHHUQHVV ZKLFKVHHPVLPSOLFLWO\WREH
LQ0DFNLH·VZRUN DOWKRXJKKHGRHVQRWH[SOLFLWO\HQGRUVHLWLQ (,5: $FFRUGLQJWRWKLV
OLQHRIDUJXPHQW WKHTXHHUQHVVRIREMHFWLYHYDOXHVZRXOGFRQVLVWLQWKHLUEHLQJ´REMHFWLYHO\
UHDVRQJLYLQJµ 0DFNLHZULWHV
$ FDWHJRULFDOLPSHUDWLYH WKHQ ZRXOGH[SUHVVDUHDVRQIRUDFWLQJZKLFKZDVXQFRQGLWLRQDOLQWKHVHQVHRIQRWEHLQJFRQWLQJHQWXSRQDQ\SUHVHQWGHVLUHRIWKHDJHQWWRZKRVHVDWLVIDFWLRQWKHUHFRPPHQGHGDFWLRQZRXOGFRQWULEXWHDVDPHDQV  6RIDUDVHWKLFVLVFRQFHUQHG P\WKHVLVWKDWWKHUHDUHQRREMHFWLYHYDOXHVLVVSHFLÀFDOO\WKHGHQLDOWKDWDQ\VXFKFDWHJRULFDOO\LPSHUDWLYHHOHPHQWLVREMHFWLYHO\YDOLG 7KHREMHFWLYHYDOXHVZKLFK, DPGHQ\LQJZRXOGEHDFWLRQGLUHFWLQJDEVROXWHO\ QRWFRQWLQJHQWO\ XSRQWKHDJHQW·VGHVLUHVDQGLQFOLQDWLRQV 
2Q0DFNLH·VYLHZ WKHQ LIWKHUHZHUHREMHFWLYHYDOXHV WKHQZKHQHYHUWKH\KHOGLQWKH
ZRUOG VRPHUHDVRQVIRUDFWLRQZRXOGDOVRFRPHLQWRH[LVWHQFH 6LQFHREMHFWLYHYDOXHV
DUHPLQGLQGHSHQGHQW RQ0DFNLH·VYLHZ WKHH[LVWHQFHRIWKHVHUHDVRQVZRXOGQRWKDYHWR
GHSHQGRQVWDWHVLQYROYLQJRXUSV\FKRORJ\
3URYLGHGZLWKWKHVHFRQVLGHUDWLRQVLQYROYLQJ0DFNLH·VFRQFHSWLRQRIREMHFWLYHYDOXHV
ZHDUHQRZLQDSRVLWLRQWRVWDWHDURXJKGHÀQLWLRQRI¶REMHFWLYHYDOXH· DWOHDVWDV0DFNLH
VHHPVWRXVHWKHZRUG ,WLVXVHIXOWRWKLQNRIWKLVGHÀQLWLRQDVDQRWKHURQHRI0DFNLH·V
PLQRUWKHVHV
7KHVLV 0DFNLH·V&RQFHSWLRQRI2EMHFWLYLW\ 2EMHFWLYHYDOXHVZRXOGKDYHWREHQRQQDWXUDO LQWULQVLFSURSHUWLHV QRQHWKHOHVV WKH\ZRXOGKDYHWRVXSHUYHQHRQQDWXUDOSURSHUWLHV WKH\ZRXOGDOVRKDYHWREHHVVHQWLDOO\PRWLYDWLQJDQGUHDVRQJLYLQJ DQG WRWRSLWDOORII WKH\FRXOGRQO\EHNQRZDEOH YLD DVSHFLDOIDFXOW\RILQWXLWLRQ
6HH  ZKHUH0DFNLHTXLFNO\OLVWVRIIKLVDUJXPHQWVIRUKLVPHWDSK\VLFDOWKHVLV
7KLVLVURXJKO\UHODWHGWR-R\FH·VDUJXPHQWIRUWKHHUURUWKHRU\ , ZLOOGLVFXVVLWRUVRPHWKLQJOLNHLWPRUHIXOO\LQFKDSWHURIWKLVZRUN 6HHDOVR6PLWK  

, JHQXLQHO\EHOLHYHWKDW7KHVLVHPERGLHV0DFNLH·VFRQFHSWLRQRIREMHFWLYHYDOXHV DWOHDVW
DVLWLVSUHVHQWHGLQWKHÀUVWFKDSWHURI (,5:+HUHDIWHU KRZHYHU , ZLOOQRWXVH¶REMHFWLYH
YDOXH·ZLWKWKHH[SOLFLWPHDQLQJWKDWZHPLJKWWDNH7KHVLVWRLQMHFWLQWRLW 7KLVLVEH
FDXVH XVXDOO\ ZKHQ, XVH¶REMHFWLYHYDOXH· ZKDW, ZLOOEHWU\LQJWRFRPPXQLFDWHZLOOQRW
GHSHQGRQ0DFNLH·VDSSDUHQWXQGHUVWDQGLQJRIWKHQRWLRQ 5DWKHU WKHLQIRUPDWLRQ,·OOFRQ
YH\WKURXJKP\XVHRI¶REMHFWLYHYDOXH·ZLOORQO\GHSHQGRQWKHDVVXPSWLRQWKDWREMHFWLYH
YDOXHVDUHDFHUWDLQNLQGRISURSHUW\
,WLVLPSRUWDQWWREHFOHDUDERXWZK\, KDYHJRQHWKURXJKWKHSURFHVVRIH[SOLFDWLQJ
0DFNLH·VQRWLRQRIDQREMHFWLYHYDOXH )LUVW LWLVLPSRUWDQW IRUKLVWRULFDOUHDVRQV WRJHW
0DFNLH·VYLHZVDERXWREMHFWLYHYDOXHVRQWKHWDEOH 0RUHUHFHQWYHUVLRQVRIWKHHUURUWKHRU\
VKRXOGEHVHHQURXJKO\DVHODERUDWLRQVRI0DFNLH·VDSSURDFK DQGVRKLVQRWLRQRIDQREMHF
WLYHYDOXHKHOSVWRH[SRVHHUURUWKHRULHVLQJHQHUDO 6HFRQG LWLVLPSRUWDQWWRVHHZKDWVRUWV
RIIHDWXUHVDUHVXSSRVHGWREHGHIHFWLYH DFFRUGLQJWRWKHHUURUWKHRULVW %\FRQVLGHULQJ
ZKDW0DFNLHWRRNWREHTXHHUFKDUDFWHULVWLFVRIPRUDOLW\ ZHDUHEHWWHUDEOHWRXQGHUVWDQG
ZK\DPRUHFRQWHPSRUDU\HUURUWKHRULVWPLJKWUHMHFWPRUDOLW\
 0DFNLHDQG5HODWLYLVP
,QWKLVVHFWLRQ ,·OOFRQWLQXHWRH[SOLFDWHZKDW, WDNHWREHDJRRGFDQGLGDWHIRU0DFNLH·V
RIÀFLDOSRVLWLRQ ,·OODUJXHWKDW0DFNLH·VH[SOLFLWYLHZVDUHXQGHUVSHFLÀHGLQVXFKDZD\
WKDWKHFDQHDVLO\EHXQGHUVWRRGDVDVRUWRIUHODWLYLVWDERXWPRUDOLW\ 7KLVLVQRWDFNQRZO
HGJHGLQWKHOLWHUDWXUH²LQGHHG WKHUHLVQRFRPPHQWHURQ0DFNLH·VZULWLQJVZKRLQWHUSUHWV
KLPLQDQ\WKLQJQHDUWKHZD\, GR , WKHUHIRUHWDNHLWWREHDQLQWHUHVWLQJUHVXOW
$FFRUGLQJWRDUHODWLYLVWDERXWPRUDOLW\ ZHFDQXQGHUVWDQGPRUDOMXGJPHQWVWREHWUXH
RQO\UHODWLYHWRPRUDOVWDQGDUGV 6XFKDYLHZKROGVWKDW HYHQLIRUGLQDU\VSHDNHUVLP
$V, ZLOOXVH¶UHODWLYLVP· , LQWHQGWRGHQRWHDFODVVRIYLHZVWKDWLWZRXOGSHUKDSV LQWKHSUHVHQWSKLORVRSKLFDOFOLPDWH EHPRUHDSSURSULDWHWRFDOO¶FRQWH[WXDOLVP·RU¶LQGH[LFDOLVP· 6HH HJ &DSSHOHQDQG+DZWKRUQH   7KXVP\VHQWHQFHVWKDWLQYROYHWKHSKUDVH¶WUXHUHODWLYHWR·VKRXOGEHWDNHQDVDVRUWRIORRVHWDON

SOLFLWO\WKLQNWKH\DUHGHVFULELQJDQREMHFWLYH PLQGLQGHSHQGHQWPRUDOUHDOLW\ LWZRXOGEH
EHVWWRLQWHUSUHWRXURUGLQDU\PRUDOGLVFRXUVHGLIIHUHQWO\ ,WLVUHDVRQDEOHWRLQWHUSUHWPRUDO
MXGJPHQWVDVLQYROYLQJWKLVVRUWRIUHODWLYL]DWLRQ DQGZKHQZHGRVR ZHDUHDEOHWRPDNH
PDQ\RIWKHPFRPHRXWWUXH , EHOLHYHWKDW0DFNLHKHOGVXFKDYLHZDERXWPRUDOLW\
 :KDWLV([SOLFLWLQ0DFNLH·V:ULWLQJV"
5HFDOOWKHWKUHHPDLQHOHPHQWVRI0DFNLH·VSRVLWLRQ WKHPHWDSK\VLFDOWKHVLV WKHGLV
FRXUVHWKHVLV DQGWKHHUURUWKHVLV 0DFNLHVXPVXSWKHVHHOHPHQWVRIKLVYLHZLQWKHIROORZ
LQJSDVVDJH ZKLFK, KDYHDOUHDG\SUHVHQWHGDERYH 6WLOO LWZLOOEHZRUWKZKLOHWRSUHVHQWLW
DJDLQ
WKHGHQLDORIREMHFWLYHYDOXHVZLOOKDYHWREHSXWIRUZDUG DVDQ¶HUURUWKHRU\· DWKHRU\WKDWDOWKRXJKPRVWSHRSOHLQPDNLQJPRUDOMXGJHPHQWV
LPSOLFLWO\FODLP DPRQJRWKHUWKLQJV WREHSRLQWLQJWRVRPHWKLQJREMHFWLYHO\SUHVFULSWLYH WKHVHFODLPV DUHDOOIDOVH ,WLVWKLVWKDWPDNHVWKHQDPH¶PRUDOVNHSWLFLVP·DSSURSULDWH  LWDOLFVP\RZQ
$OPRVWWKHVDPHVXPPDU\RFFXUVDIHZSDJHVODWHULQ (,5: DWWKHFORVHRIWKHÀUVWFKDSWHU
+HZULWHV
0RUDOVNHSWLFLVPPXVW WKHUHIRUH WDNHWKHIRUPRIDQHUURUWKHRU\ DGPLWWLQJWKDW DEHOLHILQREMHFWLYHYDOXHV LVEXLOWLQWRRUGLQDU\PRUDOWKRXJKWDQGODQJXDJH EXWKROGLQJWKDW WKLVLQJUDLQHGEHOLHI LVIDOVH  LWDOLFVP\RZQ
7KHVHDUH0DFNLH·VPRVWH[SOLFLWIXOOVWDWHPHQWVRIKLVYLHZ ,WLVLPSRUWDQWWRQRWLFH
KRZHYHU WKDWQHLWKHURIWKHPLQFOXGHVDFODLPDERXWWKHWUXWKYDOXHVRIWKHPRUDOMXGJPHQWV
WKHPVHOYHV &RQVLGHUWKHHPSKDVL]HGSDUWVRIWKHIRUPHUSDVVDJH 2QDQDWXUDOUHDGLQJRI
WKLVSDVVDJH ¶WKHVH·LVDQDSKRULFRQ¶LPSOLFLWO\FODLP· DQLPSOLFLWFODLPLVQRWWKHPRUDO
MXGJPHQWLWVHOI 7KLVLVHYHQFOHDUHULQWKHODWHUSDVVDJH 7KHLQJUDLQHGEHOLHI ZKRVHWUXWK
KHGHQLHV LVQRWLGHQWLFDOZLWKDQ\RIWKHRUGLQDU\PRUDOMXGJPHQWVRIWKHDYHUDJHPDQRQ
WKHVWUHHW
6R0DFNLH·VH[SOLFLWIRUPXODWLRQVRIKLVHUURUWKHRU\ODFNDQ\WKHVLVDERXWWKHWUXWK
YDOXHVRIPRUDOMXGJPHQWV 7KLVH[WUDWKHVLV KRZHYHU LVQRWPLVVLQJIURPFRQWHPSRUDU\

H[SOLFDWLRQVRIWKHHUURUWKHRU\ 3HUKDSVWKLVLVEHFDXVHLWVHHPVOLNHVXFKDQREYLRXV
FRQVHTXHQFHRIZKDW0DFNLHZURWHLQWKHHDUOLHUSDUWVRI (,5:$VDUHVXOW FRPPHQWDWRUV
RQ0DFNLH·VHUURUWKHRU\VHHPMXVWWRDVVXPHWKDW0DFNLHKHOGWKLVH[WUDWKHVLV
0DFNLH KRZHYHU LVQRWVRVDQJXLQHDERXWWKLVDOOHJHGUHVXOWRIKLVYLHZ +HZULWHV LQ
WKHODVWSDUDJUDSKRIWKHÀUVWFKDSWHURI (,5:
%XWZKDWLIZHFDQHVWDEOLVKWKLVQHJDWLYHFRQFOXVLRQ WKDWWKHUHDUHQRREMHFWLYHYDOXHV" +RZGRHVLWKHOSXVWRVD\DQ\WKLQJSRVLWLYHO\DERXWHWKLFV"'RHVLWQRWDWRQHVWURNHUXOHRXWDOOQRUPDWLYHHWKLFV OD\LQJLWGRZQWKDWDOODIÀUPDWLYHÀUVWRUGHUMXGJHPHQWVDUHIDOVH VLQFHWKH\LQFOXGH E\YLUWXHRIWKHYHU\PHDQLQJVRIWKHLUWHUPV XQZDUUDQWHGFODLPVWRREMHFWLYLW\" , ZLOOWDNHXSWKHVHTXHVWLRQVLQ&KDSWHU 
6R0DFNLHGRHVQRWLPPHGLDWHO\VXSSRVHWKDWRXUPRUDOMXGJPHQWVDUHIDOVHDVDUHVXOWRI
KLVPHWDSK\VLFDOWKHVLVDQGGLVFRXUVHWKHVLV :KHQZHÁLSDKHDGWRWKHÀIWKFKDSWHURI
(,5:H[SHFWLQJDFOHDUDQGH[SOLFLWVWDWHPHQWRIKLVYLHZDERXWZKHWKHUPRUDOMXGJPHQWV
DUHWUXH WKRXJK ZHDUHOHIWZRQGHULQJZKDWKHUHDOO\WKRXJKW $ERXWDOOKHVD\VRQWKH
PDWWHULVWKLV
, KDYHDUJXHGLQ&KDSWHUWKDWWKHUHDUHQRREMHFWLYHYDOXHV DQGLQ&KDSWHUV  DQGWKDWQRVXEVWDQWLYHPRUDOFRQFOXVLRQVRUVHULRXVFRQVWUDLQWVRQPRUDOYLHZVFDQEHGHULYHGIURPHLWKHUWKHPHDQLQJVRIPRUDOWHUPVRUWKHORJLFRIPRUDOGLVFRXUVH 
+HQHYHUVD\V WKHUHRUHOVHZKHUHLQ (,5:ZKHWKHUPRUDOMXGJPHQWVDUHJHQHUDOO\WUXH
IDOVH RURWKHUZLVH $WOHDVW , FDQÀQGQRFODLPWRWKDWHIIHFW 1HLWKHUFDQ, ÀQGDQ\
FLWDWLRQLQWKHOLWHUDWXUHWKDWUHIHUHQFHVDSDUWRI (,5: ZKHUHKHFOHDUO\VWDWHVVXFKDYLHZ
HYHU\UHOHYDQWFLWDWLRQWKDW, NQRZRIUHIHUHQFHVRQHRIWKHSDVVDJHV, KDYHDOUHDG\FLWHGLQ
WKLVFKDSWHU
7KLVDEVHQFH , FODLP LVHYLGHQFHWKDWKHWKRXJKWKLVYLHZDOORZHGIRUWKHWUXWKRI
SRVLWLYHÀUVWRUGHUPRUDOMXGJPHQWV , JUDQWWKDWLWLVQRW\HWYHU\VWURQJHYLGHQFH %XW
6HHWKHH[SOLFDWLRQVRIPRUDOHUURUWKHRULHVLQ+XHPHU  -R\FH  DQG6KDIHU/DQGDX  DVZHOODVMXVWDERXWDQ\RWKHUH[SOLFDWLRQ\RXPLJKWÀQGLQWKHOLWHUDWXUH

WKHV\VWHPDWLFXQWUXWKRIPRUDOMXGJPHQWVZRXOGEHDQLPSRUWDQWDQGVXUSULVLQJUHVXOW $W
OHDVW LWZRXOGEHLPSRUWDQWHQRXJKWKDWZHVKRXOGH[SHFW0DFNLHWRFRPHRXWDQGVD\WKDW
KHEHOLHYHGLW LIKHGLG 6LQFHKHQHYHUH[SOLFLWO\ZURWHWKDWPRUDOMXGJPHQWVV\VWHPDWLFDOO\
IDLOWRVHFXUHWUXWK ZHKDYHUHDVRQWRUHFRQVLGHUWKHXELTXLWRXVFODLPWKDW0DFNLHDFFHSWHG
WKLVWKHVLV
,QWKHQH[WVHFWLRQ , ZLOOGUDZDQH[WHQGHGDQDORJ\EHWZHHQ0DFNLH·VSRVLWLRQDQG
FHUWDLQYHUVLRQVRIUHODWLYLVP 7KLVLVPHDQWWRIXUWKHUVXSSRUWP\FRQWHQWLRQWKDW0DFNLH·V
YLHZLVURXJKO\FRPSDWLEOHZLWKUHODWLYLVP
 5HODWLYLVPDERXW0DVVDQG0RUDOV
7KHIROORZLQJOLQHRIWKRXJKWUHVXOWVLQDUHODWLYLVWYLHZDERXWPDVV 2QWKHUHVXOWLQJ
YLHZ WKHUHDUHQRLQWULQVLF QRQUHODWLRQDO SURSHUWLHVWKDWLWZRXOGPDNHVHQVHWRFDOO¶PDVV
SURSHUWLHV· ,QVWHDG WKHUHDUHRQO\UHODWLRQDOPDVVSURSHUWLHV DQGVRLWLVWKHVHWKDWVKRXOG
ÀJXUHLQWKHWUXWKFRQGLWLRQVRIRXUPDVVMXGJPHQWV
&RQWHPSRUDU\VFLHQWLÀFWKHRULHVVHHPWRLQGLFDWHWKDWWKHUHLVQRWUHDOO\DQ\VXFKSURS
HUW\DVPDVV LQUHUXPQDWXUD $WOHDVW LIDPDVVMXGJPHQWLVWRKDYHDQ\SURVSHFWRIEHLQJ
WUXH WKHQLWFDQRQO\EHWUXHUHODWLYHWRVRPHIUDPHRIUHIHUHQFHRURWKHU $QRWKHUZD\RI
SXWWLQJWKLVLVWKDWDQ\WKLQJLQWKHIDEULFRIWKHZRUOGWKDWVRPHZKDWVDWLVÀHVRXUFRQFHSW
RIPDVVLVDUHODWLRQDOSURSHUW\ 7KHUHDUHQRLQWULQVLFPDVVSURSHUWLHV
6XSSRVHWKDWDIDUPHU ZKLOHRXWLQKLVKD\ÀHOG VD\V ¶0\OLWWOHUHGWUDFWRULVDWKRXVDQG
NLORJUDPV· +HVHHPVWREHH[SUHVVLQJWKHLGHDWKDWKLVWUDFWRUKDVDFHUWDLQSURSHUW\ YL]
EHLQJRQHWKRXVDQGNLORJUDPV
,WVHHPVWKDW ZKHQRXUIDUPHUPDNHVWKLVMXGJPHQW WKHWKRXJKWKHH[SUHVVHVGRHV
QRWLQYROYHDQ\UHODWLYL]DWLRQ +LVFRQFHSWRIPDVVLVQRWRIDIHDWXUHWKDWLVUHODWLRQDOWR
IUDPHVRIUHIHUHQFH ,WZRXOGEHEHWWHUWRGHVFULEHKLVFRQFHSWDVDQLGHDRIVRPHWKLQJ
1RWHWKDW LQWKLVVXEVHFWLRQ , GRQRWLQWHQGWRFRPPLWP\VHOIWRDQ\RIWKHWKHVHVRIWKHUHODWLYLVWDERXWPDVV 7KHVHQWHQFHWRZKLFKWKLVIRRWQRWHLVDWWDFKHGVKRXOGEHWKRXJKWRIDVDSUHIDFHWKDWUHYRNHVDQ\FRPPLWPHQWWRVXFKYLHZVWKDW, PLJKWKDYHRWKHUZLVHLQFXUUHG

WKDWLVLQWULQVLFDQGQRQUHODWLRQDO 8QOHVVKH·VLQIRUPHGRIVRPHLQWHUQDOFKDQJHLQWKH
FRPSRVLWLRQRIWKHWUDFWRU RUKHÀQGVRXWWKDWKH·VZURQJDERXWZKDWLWLVPDGHRI KHZLOO
VWLFNWRKLVJXQVDERXWLWVPDVV ,IZHUHPRYHGWKHWUDFWRU·VHQJLQH KHZRXOGDJUHHWKDW
LWVPDVVFKDQJHG ,IZHUHSODFHGWKHKDUGPHWDOVHDWZLWKDEULJKWUHGFXVKLRQHGRQH KH
PLJKWVD\WKDWLWORVWDOLWWOHPDVV %XWKHZRXOGEHMXVWDVLQFOLQHGWRMXGJHWKDWKLVWUDFWRU
LVDWKRXVDQGNLORJUDPV HYHQLILWZHUHSODFHGRQDKLJKVSHHGWUDLQ RULQDQHDUZDUS
VSHHGVSDFHVKLS ,QVRIDUDVWKHIDUPHUWDFLWO\DFFHSWVWKLV KHSUHVXSSRVHVWKDWLQWULQVLF
QRQUHODWLRQDOPDVVSURSHUWLHVDUHSDUWRIWKHIDEULFRIWKHZRUOG 0RVWSHRSOHSUREDEO\
KDYHDVLPLODU´WDFLWWKHRU\µDERXWPDVV
6RIDU WKLVOLQHRIWKRXJKWLVLQH[DFWSDUDOOHOZLWK0DFNLH·VH[SOLFLWVWDWHPHQWRIKLV
´HUURUWKHRU\µ :HFRXOGHYHQSDUDSKUDVHWKHYLHZDVIROORZV PLPLFNLQJ0DFNLH·VIRUPX
ODWLRQRIKLVRZQYLHZ ´0DVV VNHSWLFLVPPXVWWDNHWKHIRUPRIDQHUURUWKHRU\ DGPLWWLQJ
WKDWDEHOLHILQ LQWULQVLF QRQUHODWLRQDOPDVVHV LVEXLOWLQWRRUGLQDU\ PDVV WKRXJKWDQGODQ
JXDJH EXWKROGLQJWKDWWKLVLQJUDLQHGEHOLHILVIDOVHµ
0DQ\SKLORVRSKHUV ZKHQFRQIURQWHGZLWKWKLVWULDGRIFODLPV DUHORDWKHWRFRQFOXGH
WKDWRXUPDVVMXGJPHQWVDUHV\VWHPDWLFDOO\IDOVH 7KLVOHDGVWKHPWRVXJJHVWVHPDQWLFDO
DFFRXQWVRIRXUPDVVGLVFRXUVHWKDWDOORZPDVVMXGJPHQWVWREHWUXH HYHQLIWKHMXGJPHQWV
PXVWEH LQVRPHZD\ UHODWLYL]HG 7KXV RQWKLVUHODWLYLVWOLQHRIWKRXJKW DOWKRXJKWKHUH·V
QRWKLQJWKDWH[DFWO\FRUUHVSRQGVWRWKHRUGLQDU\FRQFHSWRIPDVV WKHUHDUHWKHPDWHULDOV LQ
UHUXPQDWXUD ZLWKZKLFKZHFDQFRQVWUXFWJRRGHQRXJKVXEVWLWXWHV 7KHJRRGVXEVWLWXWHV
DUHWKRVHUHODWLRQDOPDVVSURSHUWLHV 2QWKHVHDFFRXQWVRIRXUPDVVGLVFRXUVH WKHUHODWLRQDO
PDVVSURSHUWLHVWDNHWKHSODFHRIWKHQRQH[LVWHQWLQWULQVLFRQHVLQWKHWUXWKFRQGLWLRQVRIRXU
PDVVMXGJPHQWV
7KDWLVQRWWRVD\WKDWDQ\RQH·VWKHRU\LVGHYHORSHG RUWKDWWKHDYHUDJHPDQEHOLHYHVLQDQDEVWUDFWSOHQLWXGLQRXVUHDOPRISURSHUWLHV RUWKDWKHKDVDIXOOXQGHUVWDQGLQJRIWKHQRWLRQVRILQWULQVLFDOLW\DQGUHODWLRQDOLW\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 %XWFRPSDUH%RJKRVVLDQ DQG

:KDWPDNHVWKHPJRRGVXEVWLWXWHV" 2QHWKLQJLVWKDWRUGLQDU\VSHDNHUVQHYHUH[SOLFLWO\
VDLGWKH\ZHUHQ·WWDONLQJDERXWUHODWLRQDOPDVVSURSHUWLHV 7KHRUGLQDU\PDQLQWKHVWUHHW
LVXQDZDUHRIDQ\PHWDSK\VLFDOLPSOLFDWLRQVRIFRQWHPSRUDU\VFLHQWLÀFWKHRULHV DQGLV
HTXDOO\XQDZDUHRIWKHPHWDSK\VLFDOLPSOLFDWLRQVRIKLVLQFKRDWHWDFLWWKHRU\RIPDVV
0RUHRYHU DVLWKDSSHQV RXURUGLQDU\PDVVMXGJPHQWVWUDFNVXIÀFLHQWO\ZHOOWKHVHUHODWLRQDO
PDVVSURSHUWLHV 7KH\DUHHOLJLEOH VLPSO\LQYLUWXHRIWKHZD\ZHXVH¶PDVV·DQGUHODWHG
WHUPV WRVHUYHDVWKHFRQWHQWVRIRXUDVFULSWLRQVRIPDVVLQRUGLQDU\GLVFRXUVH
+RZHYHU DFFRUGLQJWRWKHUHODWLYLVW QRQHRIWKHVHVXEVWLWXWHVLV VWULFWO\VSHDNLQJ ÀWWR
SOD\WKHUROHRIWKHPHDQLQJRI¶PDVV·RUWKHFRQFHSWRIPDVV VLQFHWKHRUGLQDU\FRQFHSW
RIPDVVLVDQLGHDRIDQRQUHODWLRQDOIHDWXUH ,QVWHDG WKH\DUHPHUHO\ÀWWREHWKHFRQWHQWV
RIRXUPDVVSUHGLFDWLRQV $V+DUPDQSXWVLW
(LQVWHLQ·V7KHRU\RI5HODWLYLW\GRHVQRWLQYROYHDFODLPDERXWPHDQLQJRUDERXWZKDWSHRSOHLQWHQGWREHFODLPLQJZKHQWKH\PDNHMXGJPHQWVDERXWDQREMHFW·VPDVV 7KHSRLQWLV UDWKHU WKDWWKHRQO\WUXWKWKHUHLVLQWKLVDUHDLVUHODWLYHWUXWK  
6R DFFRUGLQJWRWKLVOLQHRIWKRXJKW DOWKRXJKWKHPHDQLQJRI¶PDVV·PD\EHLQIHFWHGZLWK
DQLQDFFXUDWHFRQFHSWLRQRIWKHZRUOG IRUWKHSXUSRVHVRIDVVLJQLQJWUXWKFRQGLWLRQV RXU
PDVVMXGJPHQWVDUHWREHWDNHQDVUHODWLYL]HG $QLPSRUWDQWDVSHFWRIWKLVÀQDOVWHSLVWKDW
DOWKRXJKRXURUGLQDU\FRQFHSWRIPDVVKHOSVWRGHWHUPLQHFHUWDLQDVSHFWVRIWKH´PHDQLQJVµ
RIRXUPDVVFODLPV LWGRHVQ·WÀ[WKHLUWUXWKFRQGLWLRQV 6RWKHUHLVDGLVFRQQHFWEHWZHHQ
RQWKHRQHKDQG RXURUGLQDU\FRQFHSWRIPDVVDQGWKHFRQYHQWLRQDOPHDQLQJRI¶PDVV· DQG
RQWKHRWKHUKDQG WKHFRQWHQWVRIPDVVMXGJPHQWVDQGWKHLUWUXWKFRQGLWLRQV
7KXV DFFRUGLQJWRWKLVOLQHRIWKRXJKW WKHVHSURSHUWLHVPLJKWQRWEHDGPLVVLEOHVXEVWLWXWHVIRUVRPHRQHZKRH[SOLFLWO\DFFHSWVDQRQUHODWLYLVWLFRQWRORJ\RIWKHQDWXUDOZRUOGVD\ DSUHVHQWGD\DGYRFDWHRI1HZWRQDQGZKRLQYRNHVWKDWRQWRORJ\LQKLVRUGLQDU\XWWHUDQFHVDERXWPDVV
6HH+DUPDQDQG7KRPVRQ   FRPSDUH%RJKRVVLDQ·VKRVWLOHIRUPXODWLRQRIUHODWLYLVPLQKLV  DQG 

6RPHUHODWLYLVWVDERXWPRUDOLW\KDYHDUJXHGIRUWKHLUEUDQGVRIUHODWLYLVPE\DQDORJ\WR
WKLVOLQHRIWKRXJKW $V'UHLHUSXWVLW
)RUSUHWKHRUHWLFPRUDOLGHDVWREHDOOWKH\DVSLUHWREH  WKHUHZRXOGKDYHWR>EH@DEVROXWHVWDQGDUGVIRUPRUDOFRQFHSWVWRODWFKRQWR %XWVLQFHWKHUHDUHQ·WDQ\ UHODWLYLVPVXJJHVWV ZK\QRWPDNHGRZLWKWKHUHODWLYHVWDQGDUGVWKDWZHDFWXDOO\GRKDYH" 7KHUHLVQRQHHGWRDEDQGRQPRUDOMXGJPHQWDOWRJHWKHUVRORQJDVZHDUHZLOOLQJWRWRQHGRZQLWVDVSLUDWLRQV  
7KLVFRQFHSWLRQRIPRUDOUHODWLYLVPPD\WKXVEHVHHQDVVXEVFULELQJWRDOLQHRIWKRXJKW
WKDWFRQVLVWV URXJKO\ LQVWHSV, KDYHGHVFULEHG WKHUHDUHQRREMHFWLYHYDOXHV EXWSHRSOH
LPSOLFLWO\SUHVXSSRVHWKDWWKHUHDUHVXFKYDOXHVZKHQWKH\PDNHPRUDOMXGJPHQWV WKHUH
DUHSOHQW\RIDGPLVVLEOHVXEVWLWXWHV VR ZHFDQWDNHWKHVHVXEVWLWXWHVWREHIHGLQWRWKH
WUXWKFRQGLWLRQVRIRXUPRUDOMXGJPHQWV $VDUHVXOW ZHPD\DOORZPDQ\RIRXUPRUDO
MXGJPHQWVWRFRPHRXWWUXH
 0DFNLH·V&RQVWUXFWLRQRI5LJKWDQG:URQJ
0DFNLH , KDYHQRWHG DFFHSWVDSULQFLSOHWRWKHHIIHFWWKDWHYDOXDWLYHWHUPLQRORJ\LV
LQGH[LFDO 5RXJKO\ DFFRUGLQJWRWKHWKHVLVRIHYDOXDWLYHLQGH[LFDOLVP LQRUGHUWRÀQGRXW
ZKHWKHUDQHYDOXDWLYHMXGJPHQWLVWUXH ZHPXVWÀUVWÀJXUHRXWZKDWVWDQGDUGRIHYDOXDWLRQ
LVVDOLHQWLQWKHFRQWH[W
7KXV LQRUGHUWRGHWHUPLQHZKDW0DFNLHZRXOGWDNHWREHWKHWUXWKYDOXHVRIPRUDO
MXGJPHQWV ZHPXVWGHWHUPLQHZKDWVWDQGDUGVRIHYDOXDWLRQDUHVDOLHQWLQPRUDOFRQWH[WV
LH FRQWH[WVLQZKLFKPRUDOMXGJPHQWVDUHPDGH ,WLVGLIÀFXOWWRVD\H[DFWO\ZKDWLV
0DFNLH·VYLHZDERXWWKLVLVVXH ,QWKHVHFRQGFKDSWHURI (,5:KHZULWHV
6RPHRQHZKRXVHVWKHFRQFHSWRIREMHFWLYHPRUDOYDOXHZLOOVXSSRVHWKDWWKHUHDUHUHTXLUHPHQWVZKLFKDUHVLPSO\WKHUH LQWKHQDWXUHRIWKLQJV ZLWKRXW
+DUPDQ·VEUDQGRIPRUDOUHODWLYLVPPD\QRWTXLWHÀWWKHPROGWKDW, KDYHFUHDWHG ,WVHHPVWKDWKHPLJKWQRWDFFHSWWKHWKLUGVWHS DFFRUGLQJWRZKLFKSHRSOHPDNHWKHSUHVXSSRVLWLRQWKDWPRUDOLW\LVREMHFWLYH ,WLV KRZHYHU XQFOHDUWRPH VLQFHKH GRHV WU\WRPRWLYDWHKLVPRUDOUHODWLYLVPE\DSSHDOWRWKHDQDORJ\WRUHODWLYLVPDERXWPDVVDQGVLPXOWDQHLW\ &RPSDUH+DUPDQ ZLWKKLVDQG LWPD\EHWKDWKLVYLHZVDERXWUHODWLYLVPKDYHZDUSHGRYHUWKH\HDUV

EHLQJWKHUHTXLUHPHQWVRIDQ\SHUVRQRUERG\RISHUVRQV HYHQ*RG 7REHPRUDOO\JRRGZLOOWKHQEHVXFKDVWRVDWLVI\WKHVHLQWULQVLFUHTXLUHPHQWV 
,QWKLVSDVVDJH KHVHHPVWREHVXJJHVWLQJWKDW LQDQ\PRUDOFRQWH[W WKHVDOLHQWVWDQGDUGLV
GHWHUPLQHGE\´WKHLQWULQVLFUHTXLUHPHQWVµ 1RGRXEW0DFNLHWKLQNVLWZRXOGEHDPLVWDNH
WRH[SUHVVDMXGJPHQWWKDWFRXOGEHWUXHRQO\UHODWLYHWRVXFKVWDQGDUGV (OVHZKHUHLQ
(,5:KRZHYHU 0DFNLHVXJJHVWVWKDWWKHVDOLHQWVWDQGDUGLVQRWGHWHUPLQHGE\´WKHLQWULQVLF
UHTXLUHPHQWVµ +HZULWHV
¶RXJKW·VHOGRP LIHYHU LQRUGLQDU\XVH UHIHUVWRVXFKVXSSRVHGLQWULQVLFUHTXLUHPHQWVDORQH LWW\SLFDOO\UHIHUVDOVRWRUHDVRQVRUUHTXLUHPHQWVRIDWOHDVWRQHRIWKHRWKHUVRUWV WKHLQWULQVLFUHTXLUHPHQWVEHLQJVHHQDVEDFNLQJWKHPXS
,WVHHPVWRPHWKDW LQWKHVHSDVVDJHV 0DFNLHLVDFNQRZOHGJLQJWKHSRVVLELOLW\WKDWZHPD\
WDNHWKHWUXWKFRQGLWLRQVRIRXUPRUDOMXGJPHQWVWREHGHWHUPLQHGSDUWLDOO\E\ZKDWHYHU
VWDQGDUGV´WKHLQWULQVLFUHTXLUHPHQWVµDUHVXSSRVHGWR´EDFNXSµ :HVKRXOG WKHUHIRUH
UHFRJQL]HWKDW0DFNLHWKRXJKWWKHUHDUHSHUIHFWO\JRRG QRQGHIHFWLYH VXEMHFWPDWWHUVIRU
RXUPRUDOMXGJPHQWV ZKLFKDUHÀ[HGLQFRQWH[WE\WKHVHVWDQGDUGVRIHYDOXDWLRQWKDWQHHG
WREH´EDFNHGXSµ ,WVHHPVWKDW0DFNLHZRXOGDOORZWKDWWKHVHQRQGHIHFWLYHVXEMHFWPDW
WHUVDUHFRPSULVHGRISURSHUWLHVWKDWPD\EHVXEVWLWXWHGLQWRWKHWUXWKFRQGLWLRQVRIPRUDO
MXGJPHQWV ,QZKDWIROORZV ,·OOFDOOWKHVHDOOHJHGVXEVWLWXWHSURSHUWLHV¶VXEMHFWLYHYDOXHV·
DQGWKHLUVWDQGDUGVRIHYDOXDWLRQ,·OOFDOO¶VXEMHFWLYHVWDQGDUGVRIHYDOXDWLRQ·
, EHOLHYHWKDW RQ0DFNLH·VYLHZ ZHPD\WDNHWKHWUXWKFRQGLWLRQVRIRXUPRUDOMXGJ
PHQWVWREHGHWHUPLQHGE\WKHVHVXEMHFWLYHVWDQGDUGVRIHYDOXDWLRQ HYHQWKRXJKWKHSUH
VXSSRVLWLRQVRIRUGLQDU\VSHDNHUVVHHPWRGLFWDWHRWKHUZLVH 7KXV DOWKRXJKRXURUGLQDU\
PRUDOFRQFHSWV DQGWKHFRQYHQWLRQDOPHDQLQJVRIRXUPRUDOWHUPV LQYROYHVRPHGHIHFW
WKHWUXWKFRQGLWLRQVRIRXUPRUDOMXGJPHQWVQHHGQRWLQYROYHWKLVGHIHFW :KHQZULWLQJ

RXWWKHWUXWKFRQGLWLRQVRIPRUDOMXGJPHQWV ZHQHHGPHUHO\PDNHUHIHUHQFHWRVXEMHFWLYH
YDOXHVDQGWKHLUVWDQGDUGVRIHYDOXDWLRQ
2QWKLVLQWHUSUHWDWLRQRI0DFNLH WKHQ PDQ\RIRXUPRUDOMXGJPHQWVPD\FRPHRXW
DVWUXH 7KHWUXWKFRQGLWLRQVRIPRUDOMXGJPHQWVQHHGQRWPHQWLRQDQ\SKLORVRSKLFDOO\
SUREOHPDWLFREMHFWLYHVWDQGDUGVRIHYDOXDWLRQ IRU LQDQ\PRUDOFRQWH[W WKHUHDUHVDOLHQW
VXEMHFWLYHVWDQGDUGV 7KHVHVXEMHFWLYHVWDQGDUGVZLOOEHFRQWDLQHGLQWKHWUXWKFRQGLWLRQV
RIRXUPRUDOMXGJPHQWV $QGLIWKHZRUOGLVWKHZD\WKHWUXWKFRQGLWLRQVGHPDQG WKHQRXU
PRUDOMXGJPHQWVZLOOFRPHRXWWUXH
$VLGHIURPWKHWH[WXDOHYLGHQFHWKDW, FLWHGDERYH , KDYHDIXUWKHUUHDVRQIRULQWHUSUHWLQJ
0DFNLHLQWKLVZD\ ,IZHGRQ·WXQGHUVWDQGKLPLQWKHZD\, VXJJHVW WKHQWKHUHLVDSX]]OH
DERXWWKHUHODWLRQEHWZHHQWKHÀUVWDQGVHFRQGSDUWVRI (,5:7KHSX]]OHLVWKLV LI0DFNLH
V\VWHPDWLFDOO\UHMHFWHGWKHWUXWKVRIPRUDOMXGJPHQWV WKHQWKHUHLVQRJRRGZD\WRLQWHUSUHW
KLPZLWKRXWDWWULEXWLQJWRKLPEODWDQWO\LQFRQVLVWHQWFRPPLWPHQWV
6XSSRVHWKDW LQWKHÀUVWSDUWLI (,5:0DFNLH·VPDLQFRQFOXVLRQLVWKDWPRUDOMXGJ
PHQWV E\DQGODUJH IDLOWRVHFXUHWUXWK 1RWLFH QRZ WKDWLQWKHVHFRQGSDUWRI (,5:KH
PDNHVDQXPEHURIFODLPVWKDWLPSO\WKHWUXWKRIPRUDOMXGJPHQWV )RUH[DPSOH KHZULWHV
DWWKHHQGRIWKHHLJKWKFKDSWHU
7KLVFKDSWHU DQGLQGHHGWKHZKROHRIWKLVSDUWRIWKHERRN KDVGRQHQRPRUHWKDQVNHWFKWKHRXWOLQHVRIDÀUVWRUGHUPRUDOWKHRU\  1RGRXEWP\DSSURDFKFRXOGEHFDOOHG LQDYHU\EURDGVHQVH DUXOHXWLOLWDULDQRQH EXWLWZRXOGEHXWLOLWDULDQLVPZLWKRXWLWVFKDUDFWHULVWLFÀFWLRQV 
:HVKRXOGKHUHWDNH0DFNLHDVH[SUHVVLQJKLV EHOLHI LQVRPHNLQGRIXWLOLWDULDQWKHRU\ 2Q
DQ\YHUVLRQRIXWLOLWDULDQLVP WKHUHZLOOEHSULQFLSOHVWKDW URXJKO\ FRQQHFWIDFWVDERXWWKH
KDSSLQHVVRISHRSOHWRPRUDOIDFWVDERXWZKDWZHRXJKWWRGR ,QVRIDUDVKHEHOLHYHVWKLV
VRUWRIXWLOLWDULDQLVP DQGLQVRIDUDVKHDFFHSWVWKDWXWLOLWDULDQLVPLPSOLHVWKHWUXWKRIVRPH
PRUDOMXGJPHQWV KHLVEODWDQWO\FRPPLWWHGWRWKHWUXWKRIPRUDOMXGJPHQWV 7KHUHIRUH LI
6HHWKHQH[WFKDSWHU DWWKHHQGRIVHFWLRQZKHUH, DWWHPSWWRVWDWHWKLVLQWHUSUHWDWLRQRI0DFNLH·VYLHZLQDELWPRUHGHWDLO

0DFNLHUHMHFWHGPRUDOMXGJPHQWVDVXQWUXHLQWKHÀUVWSDUWRI (,5:WKHQKHLVFRPPLWWHG
WRWKHWUXWKRIDFRQWUDGLFWLRQ
, FDQQRW LQJRRGIDLWK LQWHUSUHW0DFNLHLQWKLVZD\ +HGLGQRWSXEOLVKDERRNZKHUHLQ
WKHPDLQPHVVDJHRIWKHÀUVWSDUWZDVDFHUWDLQSURSRVLWLRQWKDWDOOPRUDOMXGJPHQWVDUH
XQWUXH DQGDPDLQPHVVDJHRIWKHVHFRQGSDUWZDVLWVGHQLDOWKDWVRPHPRUDOMXGJPHQWV
DUHWUXH (YHQLIWKHUHDUHVRPHLQFRQVLVWHQFLHVDURXQGWKHHGJHVRI0DFNLH·VZRUN VXFK
DEODWDQWLQFRQVLVWHQF\VKRXOGQRWEHDWWULEXWHGWRKLP ,QDQ\FDVH , VWURQJO\SUHIHUQRWWR
GRLW
6RPHRQHPLJKWUHVSRQGWKDWLWLVSRVVLEOHWRLQWHUSUHW0DFNLHDVH[SUHVVLQJ´VRPHWKLQJ
OHVVWKDQEHOLHIµLQXWLOLWDULDQLVP 2QVXFKDYLHZ ZHPD\VD\WKDWKH´PHUHO\DFFHSWVµ
RU´SUHWHQGVWREHOLHYHµ RU´PDNHVDVLIWREHOLHYHµ WKHXWLOLWDULDQLVPWKDWKHRXWOLQHVLQWKH
VHFRQGSDUWRI (,5:2QHPLJKWFLWH DVHYLGHQFHIRUWKLVFODLP 0DFNLH·VIDPRXVTXRWH
´0RUDOLW\LVQRWWREHGLVFRYHUHG EXWWREHPDGH ZHKDYHWRGHFLGHZKDWPRUDOYLHZVWR
DGRSW ZKDWPRUDOVWDQGVWRWDNHµ 7KHUHLVDQDWXUDOLQWHUSUHWDWLRQRI¶GHFLGHZKDWYLHZV
WRDGRSW·WKDWWDNHV¶DGRSW·DVH[SUHVVLQJDQDWWLWXGHVKRUWRIEHOLHI
2QVXFKDQLQWHUSUHWDWLRQRI0DFNLH KRZHYHU ZHDUHXQDEOHWRH[SODLQZK\KHWDNHVLWWR
EHVRLPSRUWDQWWRKLVSRVLWLYHPRUDOV\VWHPWKDWLWFRQWDLQQRUHIHUHQFHWRWKH´FKDUDFWHULVWLF
ÀFWLRQVµRIXWLOLWDULDQLVP +HZULWHV
0\KRSHLVWKDWFRQFUHWHPRUDOLVVXHVFDQEHDUJXHGRXWZLWKRXWDSSHDOWRDQ\P\WKLFDOREMHFWLYHYDOXHVRUUHTXLUHPHQWVRUREOLJDWLRQVRUWUDQVFHQGHQWDOQHFHVVLWLHV EXWDOVRZLWKRXWDSSHDOWRDÀFWLWLRXVO\XQLWDU\DQGPHDVXUDEOHKDSSLQHVVRUWRLQYDOLGDUJXPHQWVWKDWDWWHPSWWRHVWDEOLVKWKHJHQHUDOKDSSLQHVVDVDSHFXOLDUO\DXWKRULWDWLYHHQG 
,I0DFNLHLVPHUHO\SUHWHQGLQJWREHOLHYHWKHPRUDOYLHZVWKDWKHDGRSWV WKHQZK\GRHV
KHWDNHVXFKJUHDWFDUHWRDYRLGDWWULEXWLQJDP\WKLFDOTXDOLW\WRWKHP" 7\SLFDOO\ZKHQZH
7KLV´ ÀFWLRQDOLVWµDOWHUQDWLYHVHHPVWREHDVRPHZKDWVWDQGDUGLQWHUSUHWDWLRQRI0DFNLH 6HH HJ *DUQHU 1RODQ 5HVWDOO DQG:HVW DQG-R\FH 


SUHWHQGWREHOLHYHVRPHWKLQJ ZHDUHQRWYHU\ZRUULHGDERXWLWVWUXWK 7KHUHLVQRJRRG
DQVZHUWRWKLVTXHVWLRQ RWKHUWKDQWKDW0DFNLHLVVLPSO\QRWSUHWHQGLQJ ,IKHZHUHPHUHO\
H[SUHVVLQJDPDNHEHOLHYHVWRU\DERXWPRUDOLW\ WKHQLWLVUHDVRQDEOHWRWKLQNWKDWKHZRXOG
KDYHH[SOLFLWO\QRWHGLW DQGH[SODLQHGKLPVHOI +HGLGQ·W VRKH·VQRWSUHWHQGLQJ
, ZRXOGSUHIHUWRLQWHUSUHWWKHDERYHIDPRXVTXRWHDVDQH[SUHVVLRQWKHFRPPRQVHQVLFDO
YLHZWKDW LIZHDEROLVKHGPRUDOGLVFRXUVH VRFLHW\PLJKWQRWEHDEOHWRIXQFWLRQSURSHUO\
6RZHKDYHWRGHFLGHZKDWYLHZVWRDGRSW LW·VEHVWLIZHNHHSRQZLWKPRUDOGLVFRXUVH
EXWGRQ·WLQYRNHREMHFWLYHVWDQGDUGVRIHYDOXDWLRQZKHQZHSDUWLFLSDWHLQWKHGLVFRXUVH
VLQFHWKDW·VVRPHZKDWPLVOHDGLQJ ,QWKLVZD\ ZHFDQVD\ORWVRIWUXHDQGXVHIXOWKLQJV
EXWZHDYRLGSUHVXSSRVLQJWKHH[LVWHQFHRIDQ\WKLQJPHWDSK\VLFDOO\SUREOHPDWLF 7KDW·V
DOO0DFNLHPHDQVWRVXJJHVWZKHQKHVD\VZHPXVWFDUU\RQZLWKPRUDOLW\
 $QDORJLHVDQG'LVDQDORJLHV
7KHUHDUHVRPHLPSRUWDQWUHVSHFWVRIDQDORJ\EHWZHHQWKLVLQWHUSUHWDWLRQRI0DFNLH·V
YLHZDQGWKHUHODWLYLVWYLHZWKDW, RXWOLQHGLQWKHSUHFHGLQJVHFWLRQ )LUVW 0DFNLH·VYLHZ
VKDUHVWKHRQWRORJ\RIUHODWLYLVPLQDQHJDWLYHUHVSHFW 1HLWKHUYLHZ SUHVXPDEO\ DFFHSWV
WKHH[LVWHQFHRIREMHFWLYHYDOXHV %XWERWKYLHZVKROGWKDWSHRSOHV\VWHPDWLFDOO\SUHVXSSRVH
WKDWWKHUHDUHREMHFWLYHYDOXHV DQGWKDWWKHQRWLRQRIDQREMHFWLYHYDOXHLVVRPHKRZLQYROYHG
LQWKHPHDQLQJVRIPRUDOWHUPV
6HFRQG 0DFNLH·VYLHZVKDUHVWKHRQWRORJ\RIUHODWLYLVPLQDSRVLWLYHUHVSHFW %RWK
YLHZVDFFHSWWKHH[LVWHQFHRI´VXEMHFWLYHYDOXHVµ YDOXHVWKDWDUHGHWHUPLQHGPHUHO\E\WKH
LQWHUHVWVDQGGHVLUHVRIVSHDNHUV RUVRPHFRQWH[WXDOO\VDOLHQWDXGLHQFH 0DFNLHDQGWKH
UHODWLYLVWERWKWKLQNWKHUHDUHSOHQW\RIPDWHULDOVLQWKHZRUOGZLWKZKLFKZHFDQFRQVWUXFW
WKHVHVXEMHFWLYHYDOXHVYL] WKHGHVLUHVDQGLQWHUHVWVRIWKHSHRSOHLQTXHVWLRQ
7KLUG 0DFNLH OLNHWKHUHODWLYLVWV WKLQNVWKHVHVXEMHFWLYHYDOXHVDUH´JRRGHQRXJKµIRU
WKHSXUSRVHVRIÀJXULQJLQWKHFRQWHQWRIPRUDOMXGJPHQWV HYHQLIWKH\GRQ·WDGHTXDWHO\
FDSWXUHWKHPHDQLQJVRIPRUDOWHUPV RURXURUGLQDU\PRUDOFRQFHSWV ,QDW\SLFDOPRUDO

FRQWH[W HYHQLIZHDUHLQYRNLQJREMHFWLYHHYDOXDWLYHVWDQGDUGV WKHUHDUHDOVRFRQWH[WXDOO\
VDOLHQWVXEMHFWLYHVWDQGDUGV $ FRUROODU\RIWKLVWKLUGSRLQWLVWKDWWKHUHPD\EHDGLVFRQQHFW
EHWZHHQWKHWKRXJKWVZHH[SUHVVZLWKPRUDOMXGJPHQWV RQWKHRQHKDQG DQGWKHWUXWK
FRQGLWLRQVRIWKRVHMXGJPHQWVRQWKHRWKHU ,W·VQRWWKHFDVHWKDWHYHU\DVSHFWRIWKHPHDQLQJ
RIDPRUDOWHUPKHOSVWRGHWHUPLQHLWVFRQWHQW DQGVRWKHWKRXJKWVH[SUHVVHGE\PRUDOFODLPV
GRQ·WGHWHUPLQHWKHLUWUXWKFRQGLWLRQV
2QWKLVXQGHUVWDQGLQJRI0DFNLH·VYLHZ WKHWUXWKRIDPRUDOMXGJPHQWGHSHQGVRQ
ZKHWKHUWKHUHLVDFHUWDLQNLQGRIYDOXH RQHWKDWLVVDOLHQWLQWKHFRQWH[WRIWKHXWWHUDQFH
DQGZKLFKFRUUHVSRQGVZLWKWKHPRUDOMXGJPHQWLQWKHULJKWZD\ :KHQ, XWWHU ¶SOHDVXUHLV
JRRG· P\MXGJPHQWZLOOEHWUXHLIWKHUHLVDFRQWH[WXDOO\VDOLHQWVXEMHFWLYHYDOXHRQZKLFK
SOHDVXUHUDQNVKLJKO\ 3HUKDSVWKHVDOLHQWYDOXHLVÀ[HGE\P\RZQPRUDOVHQVLELOLW\ SHU
KDSVLWLVFRPSRVHGRIVRPHFROOHFWLYHVHQVLELOLW\WKDWLVVKDUHGLQP\VRFLHW\ SHUKDSVLW
LVGHWHUPLQHGLQVRPHRWKHUZD\ 7KLVLVH[DFWO\DQDORJRXVWRWKHDERYHUHODWLYLVPDERXW
PDVV :KHQDIDUPHUXWWHUV ¶P\OLWWOHUHGWUDFWRULVDWKRXVDQGNLORJUDPV· KLVMXGJPHQW
ZLOOEHWUXHSURYLGHGWKDWWKHUHLVDVDOLHQWIUDPHRIUHIHUHQFHUHODWLYHWRZKLFKKLVWUDFWRU
KDVDPDVVRIDWKRXVDQGNLORJUDPV 3HUKDSVWKHVDOLHQWUHIHUHQFHIUDPHLVRQHLQZKLFK
WKHWUDFWRULVDWUHVW SHUKDSVLWLVRQHLQZKLFKDOOWKHFRQYHUVDWLRQDOSDUWLFLSDQWVDUHDWUHVW
SHUKDSVLWLVVRPHRWKHUVDOLHQWUHIHUHQFHIUDPH
7KHUHLVDQLPSRUWDQWUHVSHFWRIGLVDQDORJ\ KRZHYHU EHWZHHQWKHVRUWRIUHODWLYLVP
0DFNLHPD\KDYHDFFHSWHGDQGWKHVRUWRIUHODWLYLVPVRPHZDQWWRXVHWRLQWHUSUHWPDVV
GLVFRXUVH 3ODXVLEO\ QRSKLORVRSKHUZRXOGUHFRPPHQGRIRUGLQDU\VSHDNHUVWKDWWKH\VWRS
XVLQJDFRQFHSWRILQWULQVLFPDVV DQGLQVWHDGVWDUWWRWKLQNLQWHUPVRIDUHODWLRQDOQRWLRQ
RIPDVV ,WZRXOGVLPSO\EHWRRXQZLHOG\ HYHU\RQHZRXOGÀUVWKDYHWROHDUQFRPSOH[
SK\VLFV %XW0DFNLHVHHPVWRVXJJHVWWKDWZHVKRXOGVWRSXVLQJWKHFRQFHSWRIREMHFWLYH
YDOXH DQGUHSODFHLWZLWKFHUWDLQVXEMHFWLYHLGHDVRIYDOXH 7KLVUHVSHFWRIGLVDQDORJ\
KRZHYHU GRHVQRWVXJJHVWWKDW0DFNLHGLGQRWKROGWKHUHODWLYLVWYLHZWKDW, KDYHDWWULEXWHG

WRKLP ,WPHUHO\VXJJHVWVWKDWKHEHOLHYHGWKDW VLQFHZHDOUHDG\KDYHWKHVHVXEMHFWLYH
YDOXHVLQPLQG ZHPD\DVZHOOGRDZD\ZLWKWKHGHIHFWLYHREMHFWLYHFRQFHSWVRIYDOXH
 &RQFOXVLRQ
:KHUHDUHZHQRZ" ,QWKLVFKDSWHU P\PDLQJRDOKDVEHHQWRH[SOLFDWHWKHYLHZVRI
-/0DFNLH ZKRLVDOOHJHGO\WKHSDUDGLJPH[DPSOHRIDQHUURUWKHRULVW :HKDYHVHHQ
WKDW LQPDQ\UHVSHFWV LWLVYHU\XQFOHDUZKDWYLHZVKHUHDOO\KHOG 7KLVLV LQSDUW EHFDXVH
WKHWHFKQLFDOWHUPVKHXVHG²DPRQJWKHP ¶PRUDOMXGJPHQW·DQG¶REMHFWLYHYDOXH·²DUH
QRWRULRXVO\VOLSSHU\ , KDYHWULHGWRFODULI\ WRDFHUWDLQH[WHQW WKHLUPHDQLQJV , KDYHQRW
SURYLGHGSHUIHFWO\SUHFLVHPHDQLQJVIRUWKHVHWHUPV %XW, EHOLHYH, KDYHGRQHHQRXJKLQ
RUGHUWRFRQGXFWDSURÀWDEOHGLVFXVVLRQRIKRZWRIRUPXODWHWKHHUURUWKHRU\
$QRWKHUPDLQJRDOZDVWRVLWXDWHWKHVXEMHFWPDWWHURIWKLVGLVVHUWDWLRQLQWRWKHEURDGHU
SKLORVRSKLFDOWHUUDLQ , KDYHDUJXHGWKDW0DFNLH·VSRVLWLRQLVDYHUVLRQRIFRJQLWLYLVPDQG
DYHUVLRQRIDQWLUHDOLVP 7KXV RQP\LQWHUSUHWDWLRQRI0DFNLH PRUDOWKRXJKWVDUHEHOLHIV
EXWWKHVHEHOLHIVRIWHQLQYROYHSURSRVLWLRQVZLWKDGHIHFWLYHVXEMHFWPDWWHU )LQDOO\ , KDYH
DUJXHGWKDW0DFNLHFDQEHFRQVWUXHGDVDVRUWRIUHODWLYLVWDERXWPRUDOLW\ 2QKLVYLHZ RXU
PRUDOMXGJPHQWVPD\EHWUXH VRORQJDVZHKDYHDQDSSURSULDWHVXEMHFWLYHYDOXHLQPLQG
²DQGZHW\SLFDOO\GR :HVKRXOGHUDGLFDWHWKHGHIHFWLYHLGHDVRIREMHFWLYHYDOXHIURPRXU
FRQFHSWXDOVFKHPHV VLQFHWKH\GRQ·WFRUUHVSRQGWRDQ\WKLQJLQUHDOLW\
0\GLVFXVVLRQRI0DFNLHKDVKDGDKLVWRULFDOÁDYRU , KDYHQRWHQJDJHGWKRURXJKO\ZLWK
KLVDUJXPHQWV DQG, KDYHWULHGQRWWRYRLFHPDQ\RSLQLRQVDERXWZKDWLVWKHGHWHUPLQDWHO\
FRUUHFWLQWHUSUHWDWLRQRIKLVYDULRXVYLHZV %XW, GRQRWWDNHWKLVWREHDGHIHFWRIP\
GLVFXVVLRQ ,QGHHG , EHOLHYHWKDWLWZRXOGEHQDLYHWRSUHVHQWDQ\RSLQLRQVDERXWDYLHZ
WKDWLVDVXQGHUVSHFLÀHGDV0DFNLH·V RWKHUWKDQWKDWLWLVXQGHUVSHFLÀHG DQGKHUHDUHWKH
SRVVLEOHVSHFLÀFDWLRQV , XVH0DFNLH·VZULWLQJVDVDVWDUWLQJSRLQWIURPZKLFKDULJRURXV
GLVFXVVLRQRIWKHHUURUWKHRU\PD\EHJLQ

,QWKLVYHLQ , FRQWLQXHWKHGLVFXVVLRQLQWKHQH[WFKDSWHU ZKHUH, PDNHSUHFLVHDYDULHW\
RIZD\VRIXQGHUVWDQGLQJ0DFNLH·V7KHVLV WKHGLVFRXUVHWKHVLV

&+$37(5
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 ,QWURGXFWLRQ
, WDNH7KHVHVRI0DFNLH·VSRVLWLRQWREHSDUWLDOO\GHÀQLWLYHRIPRUDOHUURUWKHRULHV
+HUHWKH\DUH
7KHVLV 7KH0HWDSK\VLFDO7KHVLV 7KHUHLVVRPHWKLQJVHULRXVO\GHIHFWLYHZLWKPRUDOUHDOLW\ YL] LWLVVXSSRVHGWREHREMHFWLYH
7KHVLV 7KH'LVFRXUVH7KHVLV $OOPRUDOMXGJPHQWVLQYROYHDFODLPWRWKHHIIHFWWKDWPRUDOLW\LVREMHFWLYH
7KHVLV 7KH(UURU7KHVLV 6LQFHREMHFWLYLW\LVDGHIHFWLQPRUDOLW\ DQGPRUDOMXGJPHQWVLQYROYHDFODLPWRREMHFWLYLW\ PRUDOMXGJPHQWVDUHLQIHFWHGZLWKZLGHVSUHDGHUURU
,QRUGHUWRTXDOLI\DVDQHUURUWKHRU\ DSRVLWLRQPXVWLPSO\WKRVHFODLPV 7KLVLVQRWWR
VD\WKDWWKHFRQMXQFWLRQRI7KHVHVLVDVXIÀFLHQWFRQGLWLRQRQEHLQJDIRUPRIPRUDO
HUURUWKHRU\ :HKDYHVHHQWKDWDUHODWLYLVWDERXWPRUDOLW\PD\DFFHSWWKHFHQWUDOLGHDV
EHKLQG7KHVHV 1RULVWKLVWRVD\WKDWDQ\HUURUWKHRULVWPXVWKROG0DFNLH·VLGHDV
DERXWREMHFWLYLW\ ,QVWHDG ZHZRXOGGRZHOOWRFRQVWUXH¶REMHFWLYH·DVDVRUWRIEODFNER[
ZDLWLQJWREHÀOOHGLQE\DSDUWLFXODUHUURUWKHRU\ 2EMHFWLYLW\ WKHQ LVZKDWHYHUWKHHUURU
WKHRULVWÀQGVWREHGHIHFWLYHDERXWPRUDOLW\ ,QWKLVFKDSWHU ,·OOVXSSRVHWKDWWKHGHIHFW
LVWKHDOOHJHGH[LVWHQFHRIREMHFWLYHYDOXHSURSHUWLHV FRQFHLYHG YHU\URXJKO\ LQWKHZD\
0DFNLHFRQFHLYHVWKHP
7KHJRDORIWKLVFKDSWHULVWRPDNHSUHFLVH7KHVLV WKHGLVFRXUVHWKHVLV 7KHUHDUH
URXJKO\WKUHHFUXFLDOZD\VRILQWHUSUHWLQJLW 2QDSUDJPDWLFLQWHUSUHWDWLRQ LWLVDERXWZKDW
SHRSOHGRZKHQWKH\PDNHPRUDOMXGJPHQWVVHFWLRQ 2QDPRUHVHPDQWLFLQWHUSUHWDWLRQ
LWLVDERXWOLQJXLVWLFUHTXLUHPHQWVIRUPRUDOVWDWHPHQWVVHFWLRQVDQG 2Q\HWDQRWKHU

XQGHUVWDQGLQJ LWLVDERXWWKHFRQVWLWXHQWVRIRXUPRUDOFRQFHSWVVHFWLRQ &RQWHPSR
UDU\H[SOLFDWLRQVRIWKHGLVFRXUVHWKHVLVWHQGWRLQYROYHDJHQHULFQRWLRQRISUHVXSSRVLWLRQ
7KHUHDUH KRZHYHU DYDULHW\RIVSHFLÀFFRQFHSWVRISUHVXSSRVLWLRQ , ZLOOVKRZWKDW JLYHQ
WKLVSOXUDOLVPDERXWSUHVXSSRVLWLRQ ZHJHWKXJHO\GLYHUVHUHDGLQJVRIWKHGLVFRXUVHWKH
VLV ZKLFKFRUUHVSRQGWRWKHVHWKUHHURXJKLQWHUSUHWDWLRQV 7KHGLIIHUHQWUHDGLQJVRIWKH
GLVFRXUVHWKHVLVDOVR\LHOGYHU\GLIIHUHQWYHUVLRQVRI7KHVLV WKHHUURUWKHVLV
,QWKHPHWDHWKLFDOOLWHUDWXUH DOWKRXJKLWKDVEHHQSRLQWHGRXWWKDWDQRWLRQRISUHVXS
SRVLWLRQPD\SOD\DUROHLQGHÀQLQJWKHHUURUWKHRU\ WKHGLIIHUHQFHVEHWZHHQFRQFHSWLRQV
RISUHVXSSRVLWLRQKDYHQRWDGHTXDWHO\EHHQH[SORUHG ,PSRUWDQWO\ WKHGLIIHUHQFHVEHWZHHQ
SUDJPDWLFDQGVHPDQWLFQRWLRQVRISUHVXSSRVLWLRQKDYHQRWEHHQQRWHGLQWKHOLWHUDWXUHRQ
PRUDOHUURUWKHRULHV
 7KH'LVFRXUVH7KHVLVLQWKH/LWHUDWXUH
,QWKLVVHFWLRQ , H[SODLQZK\, WDNHWKHLGHDRISUHVXSSRVLWLRQWREHDFHQWUDOSDUWRI
PRUDOHUURUWKHRULHV ,QVKRUW WKHUHDUHURXJKO\WZRUHDVRQV )LUVW VRPHÀQGWKHQRWLRQRI
SUHVXSSRVLWLRQWREHLPSOLFLWLQ0DFNLH·VZULWLQJV 6HFRQG RWKHUVFODLP ZLWKRXWUHJDUGWR
ZKHWKHULWLVIRXQGLQ0DFNLH WKDWDSURSHUXQGHUVWDQGLQJRIWKHHUURUWKHRU\PXVWLQYROYH
SUHVXSSRVLWLRQ
,WZLOOEHKHOSIXOWRKDYHDURXJKJHQHULFLGHDRIWKHQRWLRQRISUHVXSSRVLWLRQ ,QWX
LWLYHO\ DFODLPLVSUHVXSSRVHGZKHQLWLVWDNHQIRUJUDQWHG 6RPHWLPHV ZHFDQWHOOWKDWD
SHUVRQSUHVXSSRVHVDFODLPZKHQLWLVREYLRXVWKDWEHOLHYHVLWLVXQFRQWURYHUVLDO 6RPH
WLPHVDWKHRU\SUHVXSSRVHVDFODLPZKHQLWUHTXLUHVWKHSULRUWUXWKRIWKHFODLP 6RPHWLPHV
DMXGJPHQWSUHVXSSRVHVDFODLPZKHQZHPXVWDFFHSWWKHFODLP LIIRURQO\DPLQXWH LQ
RUGHUSURSHUO\WRLQWHUSUHWWKHMXGJPHQW ,QHDFKRIWKHVHNLQGVRIVLWXDWLRQ FODLPVZLOO
EHWDNHQIRUJUDQWHG²ZKHWKHUWKH\DUHEHLQJWDNHQIRUJUDQWHGE\SHRSOH MXGJPHQWV RU
WKHRULHV ,QVRPHVHQVH WKHQ WKHWHUP¶SUHVXSSRVLWLRQ·DSSOLHVWRHDFKRIWKHVHNLQGVRI
´WDNLQJIRUJUDQWHGµ

 ,QWHUSUHWDWLRQVRI0DFNLHLQWHUPVRI3UHVXSSRVLWLRQ
+HUHDUHWKHSDVVDJHVZKHUHWKHGLVFRXUVHWKHVLVLVPRVWFOHDUO\VWDWHGLQ (,5:
RUGLQDU\PRUDOMXGJHPHQWVLQFOXGHDFODLPWRREMHFWLYLW\ DQDVVXPSWLRQWKDWWKHUHDUHREMHFWLYHYDOXHV DEHOLHILQREMHFWLYHYDOXHVLVEXLOWLQWRRUGLQDU\PRUDOWKRXJKWDQGODQJXDJH 
7KHVHSDVVDJHVDUHYDJXH ,WLVXQFOHDUZKDWLWPHDQVIRUDMXGJPHQWWR´LQFOXGHDFODLPµ
/LNHZLVH WKHUHDUHPDQ\ZD\VIRUEHOLHIVWREH´EXLOWLQWRµDGLVFRXUVH 2QRQHZD\RI
SDUDSKUDVLQJWKHVHSDVVDJHV ZHFDQWDNH0DFNLHWREHXVLQJVRPHRUGLQDU\JHQHULFQRWLRQ
RISUHVXSSRVLWLRQ 2QWKLVUHDGLQJ IRUPRUDOMXGJPHQWVWRLQFOXGHDFODLPWRREMHFWLYLW\
ZRXOGEHIRUWKHPWRSUHVXSSRVHWKDWWKHUHDUHREMHFWLYHYDOXHV 7KH\ZRXOGWDNHIRUJUDQWHG
WKHREMHFWLYLW\RIPRUDOLW\
7KLVLVDFRPPRQXQGHUVWDQGLQJRIZKDW0DFNLHKDGLQPLQG 'DYLG3KLOOLSV LQD
UHFHQWSDSHU FOHDUO\LQWHUSUHWV0DFNLHLQWKLVYHLQ +HZULWHV
0DFNLH·VHUURUWKHRU\LVJHQHUDWHGE\WKHFRPELQDWLRQRIWZRFODLPV WKDWRUGLQDU\PRUDOMXGJPHQWVSUHVXSSRVHWKHH[LVWHQFHRIREMHFWLYHYDOXHVDQGWKDWWKHUHDUHQRREMHFWLYHYDOXHV  
7KXV FRQWHPSRUDU\H[SOLFDWLRQVRI0DFNLHLQWHUSUHWKLPDVPDNLQJVRPHFODLPDERXWSUH
VXSSRVLWLRQZKHQKHVWDWHVWKHGLVFRXUVHWKHVLV ,IVR WKHQLWLVUHDVRQDEOHWRH[SHFWSUH
FLVLÀFDWLRQVRIWKHGLVFRXUVHWKHVLVWRLQYROYHWKHLGHDRISUHVXSSRVLWLRQ
 2WKHU3KLORVRSKHUVDQG3UHVXSSRVLWLRQ
7KLVWHQGHQF\WRH[SOLFDWHHUURUWKHRULHVLQWHUPVRISUHVXSSRVLWLRQLVQRWSDUWLFXODUWR
0DFNLHH[HJHVLV ,WVSUHDGVWRJHQHUDOGLVFXVVLRQVRIHUURUWKHRULHV ,QDUHFHQWGHEDWHDERXW
,QDWH[WERRNRQPHWDHWKLFV 5XVV6KDIHU/DQGDXZULWHV ´>2QRQHYLHZ@ WKHUHLVDPDVVLYHHUURURISUHVXSSRVLWLRQWKDWXQGHUOLHV>PRUDO@YRFDEXODU\ ,IWKDWZHUHVR WKHQDOOFODLPVZLWKLQWKHGRPDLQZRXOGEHIDOVH²WKH\ZRXOGDVVXPHWKHH[LVWHQFHRIDNLQGRIUHDOLW\WKDWLVQ·WWKHUH 7KLVLVDQHUURUWKHRU\ -RKQ0DFNLHLVWKHPRVWIDPRXVSURSRQHQWRIWKLVVRUWRIYLHZLQHWKLFVµ 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WKHSODXVLELOLW\RIHUURUWKHRULHV 5LFKDUG-R\FHDQG6WHSKHQ)LQOD\HDFKH[SOLFDWHWKHHUURU
WKHRU\LQWHUPVRISUHVXSSRVLWLRQ )LQOD\ZULWHVWKDW DFFRUGLQJWRDQHUURUWKHRU\
PRUDOMXGJPHQWVLQYROYHDSDUWLFXODUNLQGRISUHVXSSRVLWLRQZKLFKLVHVVHQWLDOWRWKHLUVWDWXVDVPRUDO  
+HODEHOVWKLVFRPPLWPHQWRIDQHUURUWKHRU\¶3UHVXSSRVLWLRQ· 7KLVWKHVLVREYLRXVO\EHDUV
FHUWDLQVLPLODULWLHVWRWKHGLVFRXUVHWKHVLV )LQOD\JRHVRQ
, DUJXHDJDLQVW 3UHVXSSRVLWLRQ 0\DWWDFNKDVWZRSURQJV )LUVW , DUJXHGHIHQVLYHO\WKDWDQDVVXPSWLRQRIWKHDEVROXWHDXWKRULW\RIPRUDOYDOXHPD\QRWEHFKDUDFWHULVWLFRIPRUDOGLVFRXUVHDWDOO 6HFRQG , DUJXHWKDWHYHQLIVXFKDQDVVXPSWLRQLVXELTXLWRXV ZHVWLOOKDYHJRRGUHDVRQVWRFRQFOXGHWKDWLWGRHVQRWFRQWDPLQDWHWKHPHDQLQJRUWUXWKFRQGLWLRQVRIPRUDOGLVFRXUVH 
,QDGLVFXVVLRQRI)LQOD\·VSDSHU -R\FHUHSOLHVWR)LQOD\·VDUJXPHQWV -R\FHZULWHV
PRUDOGLVFRXUVHSUHVXSSRVHVQRQLQVWLWXWLRQDOGHVLUHWUDQVFHQGHQWUHDVRQVDQGQRQLQVWLWXWLRQDOFDWHJRULFDOLPSHUDWLYHV , DPZLOOLQJWRDWWULEXWHWRRUGLQDU\WKRXJKWDSUHVXSSRVLWLRQDERXWQRQLQVWLWXWLRQDOGHVLUHWUDQVFHQGHQWUHDVRQVDQGQRQLQVWLWXWLRQDOFDWHJRULFDOLPSHUDWLYHVWKRXJKRIFRXUVH, GRQ·WFODLPWKDWRUGLQDU\VSHDNHUVWKLQNLQWKHVHWHUPV   
7KHIRFXVRIWKLVGHEDWHEHWZHHQ-R\FHDQG)LQOD\LVDERXWZKHWKHUWKHPHQWLRQHGSUH
VXSSRVLWLRQUHDOO\LVSDUWRIPRUDOGLVFRXUVH -R\FHFODLPVWKDWLWLV )LQOD\FODLPVWKDWLW
LVQ·W
7KXV LWLVDOLYHGHEDWHLQFRQWHPSRUDU\GLVFXVVLRQVZKHWKHUWKHUHLVDGHIHFWLYHSUH
VXSSRVLWLRQHPEHGGHGLQPRUDOGLVFRXUVH 6RWKHQRWLRQRISUHVXSSRVLWLRQLVQRWRQO\DQ
DUWLIDFWRI0DFNLH·VSRVLWLRQ
 6RPH3RWHQWLDO&DYHDWV
, ZRXOGOLNHWRDYRLGVRPHFRQIXVLRQE\PHQWLRQLQJVRPHFDYHDWV 1RWDOOLQWHUSUHWHUV
RI0DFNLHXQGHUVWDQGKLPDV3KLOOLSVGRHV 6RPHGRQRWXVHWKHWHUP¶SUHVXSSRVLWLRQ·LQ
WKHLUH[SOLFDWLRQVRI0DFNLH )RUH[DPSOH 0LFKDHO6PLWKZULWHV
6HHDOVR6LQQRWW$UPVWURQJ  &KDSWHU 6KDIHU/DQGDX  1RODQ 5HVWDOO DQG:HVW  DQG*DUQHU 

0DFNLH·VDUJXPHQWIURPTXHHUQHVVFRQVLVWVLQDQDQDO\VLVRIWKHFRQFHSWRIPRUDOYDOXHWRJHWKHUZLWKDSDLURIFKDOOHQJHVZKLFKSXUSRUWWRVKRZWKDWZHFDQPDNHQRUHDOVHQVHRIKRZWKDWFRQFHSWFRXOGEHLQVWDQWLDWHG  
1RZKHUHLQWKHDUWLFOHRIWKLVSDVVDJHGRHV6PLWKH[SOLFDWHWKHGLVFRXUVHWKHVLVDVLQYROYLQJ
DQ\NLQGRISUHVXSSRVLWLRQ ,QVWHDG 6PLWK·VUHDGLQJRIWKHGLVFRXUVHWKHVLVWDNHVLWDVD
FODLPDERXWRXUPRUDOFRQFHSWV
6RPHSKLORVRSKHUVDUHLPSOLFLWO\VOLSSHU\LQWKHLUH[SOLFDWLRQVRIWKHGLVFRXUVHWKHVLV
)RUH[DPSOH -R\FHZULWHV
WKHHUURUWKHRULVWIRFXVHVRQDSURSHUVXEVHWRIVHQWHQFHVFRQWDLQLQJWKHSUREOHPDWLFWHUPV WKRVHWKDWLPSO\RUSUHVXSSRVHWKHLQVWDQWLDWLRQRIDPRUDOSURSHUW\ DIRUVRPHWKLQJWREHPRUDOO\EDGZRXOGLPSO\RUSUHVXSSRVHDNLQGRILQHVFDSDEOH DXWKRULWDWLYHLPSHUDWLYHDJDLQVWSXUVXLQJWKDWWKLQJ E
,QWKHVHSDVVDJHV -R\FHVHHPVWRVXJJHVWWKDWZHFRXOGUHDGWKHGLVFRXUVHWKHVLVLQDVLPLODU
ZD\WR6PLWK·VDERYHLQWHUSUHWDWLRQ ,QVRIDUDVKHDFFHSWVWKLVDOWHUQDWLYHUHDGLQJ KLVXQ
GHUVWDQGLQJRIWKHGLVFRXUVHWKHVLVLV WRDFHUWDLQH[WHQW HTXLYRFDO ,QWKHDERYHPHQWLRQHG
GHEDWHZLWK)LQOD\ -R\FHLQWHUSUHWVWKHGLVFRXUVHWKHVLVLQWHUPVRISUHVXSSRVLWLRQ +HUH
KHSRVVLEO\LQWHUSUHWVLWLQDQRWKHUZD\ LQWHUPVRIDORJLFDOQRWLRQRILPSOLFDWLRQ
7KXV LWLVKDUGWRSLQGRZQH[DFWO\KRZFRQWHPSRUDU\DXWKRUVXQGHUVWDQGWKHGLVFRXUVH
WKHVLV 6RPHWLPHV LWLVWREHXQGHUVWRRGLQWHUPVRIQRWLRQVRISUHVXSSRVLWLRQ RWKHUWLPHV
LQWHUPVRIORJLFDOLPSOLFDWLRQ RWKHUWLPHV LQWHUPVRIFRQFHSWXDODQDO\VLV 7KHUHLVQR
JXDUDQWHHWKDWWKHVHXQGHUVWDQGLQJVFROODSVHLQWRHDFKRWKHU
6RPHSKLORVRSKHUVDUHHYHQH[SOLFLWO\YDJXHRQKRZWKH\XQGHUVWDQGWKHGLVFRXUVHWKH
VLV ,QDUHFHQWDUWLFOH 6LPRQ.LUFKLQZULWHV
$ PRUDOHUURUWKHRU\«FRQVLVWVRIWZRPDLQHOHPHQWV LDFKDUDFWHUL]DWLRQRIHYHU\GD\PRUDOWKRXJKWDQGODQJXDJHWKDWSLFNVRXWVRPHFRPPLWPHQWWKDWLVHPERGLHGE\VXFKWKRXJKWDQGODQJXDJHRUWKDWLVEDVHGRQVXFKWKRXJKWDQG
6HH KRZHYHU 6PLWK  
&I 6LQQRWW$UPVWURQJ  DQG  -R\FH  

ODQJXDJH RULVGLUHFWO\LPSOLHGE\LW RUVLPLODU DQGZKLFK LQWXUQ LVFODLPHGWREHFUXFLDORUFHQWUDO RUNH\ RUIXQGDPHQWDO RUVLPLODU DQGLLVRPHDUJXPHQWRUDUJXPHQWVWKDWSXUSRUWVWRVKRZWKDWWKLVFUXFLDOFRPPLWPHQWLVIDOVHRUIXQGDPHQWDOO\PLVJXLGHG RUFRPSOHWHO\XQMXVWLÀHG RUZLOGO\FUD]\RUVLPLODUVXFKWKDWWKHZKROHRIRXUHYHU\GD\PRUDOWKRXJKWDQGODQJXDJHLVÁDZHG QRWMXVWWKHFRPPLWPHQWLQTXHVWLRQ  
,QDIRRWQRWHWRWKLVSDVVDJH KHZULWHV
, XVH¶FRPPLWPHQW·WKURXJKRXWDVDQHXWUDOFDWFKDOO ¶$VVXPSWLRQ· ¶FODLP·¶LGHD·¶LQWXLWLRQ·DQGWKHOLNHZLOOZRUNHTXDOO\ZHOO  
.LUFKLQVHHPVWREHHQGRUVLQJDVHQWLPHQWWKDWLWVLPSO\ GRHVQ·WPDWWHU KRZZHSUHFLVHO\
XQGHUVWDQGWKHGLVFRXUVHWKHVLV DQGWKDWWKHLPSUHFLVHFKDUDFWHUL]DWLRQVDUHJRRGHQRXJK
WRFRQGXFWDSURSHUGLVFXVVLRQ ,WVHHPVWKDWWKLVVHQWLPHQWLVFRQWDLQHGLQPXFKRIWKH
OLWHUDWXUHRQPRUDOHUURUWKHRULHV
, UHMHFWWKLVVHQWLPHQW 3UHFLVLRQPDWWHUVDORW 5DGLFDOO\GLIIHUHQWYLHZVUHVXOWIURP
WKHGLIIHUHQWZD\VRIPDNLQJSUHFLVHWKHGLVFRXUVHWKHVLV 7KHVHYLHZVDUHVRGLYHUVHWKDW
LWZRXOGEHZLVKIXOWKLQNLQJWRH[SHFWDQ\JHQHUDODUJXPHQWIRURUDJDLQVW7KHVHVWR
OHDGWRDQ\WKLQJPRUHWKDQFRQIXVLRQ ,QP\RSLQLRQ WKLVKDVUHVXOWHGLQDORWRIFRQIXVLRQ
XQGHUO\LQJPDQ\FRQWHPSRUDU\GLVFXVVLRQVRIWKHHUURUWKHRU\ :HZRXOGGRZHOOWRZDVK
VRPHRIWKHFRQIXVLRQDZD\ZLWKFOHDUDQGSUHFLVHXQGHUVWDQGLQJVRIWKHGLVFRXUVHWKHVLV
DQGWKHHUURUWKHVLV
 3UDJPDWLF3UHVXSSRVLWLRQV
,QWKLVVHFWLRQ , H[SODLQWKHQRWLRQRIVSHDNHUSUHVXSSRVLWLRQ WKURXJK5REHUW6WDO
QDNHU·VZHOONQRZQDFFRXQWRIWKHVXEMHFW :LWKWKHFRQFHSWRIVSHDNHUSUHVXSSRVLWLRQLQ
KDQG , VWDWHDYHUVLRQRIWKHGLVFRXUVHWKHVLV DVZHOODVDYHUVLRQRIWKHHUURUWKHVLV 7KHVH
UHQGLWLRQVRI7KHVHVHPERG\DSRWHQWLDOWDNHRQWKHPRUDOHUURUWKHRU\ )LQDOO\ , DUJXH
WKDWWKHDSSURDFKFDQQRWEHPDGHWRZRUN

 6WDOQDNHURQ3UDJPDWLF6SHDNHU3UHVXSSRVLWLRQ
, EHJLQE\RXWOLQLQJWKHJHQHUDOUROHWKDW6WDOQDNHUWDNHVSUHVXSSRVLWLRQWRSOD\LQRXU
GLVFRXUVH 7KLVLVQHFHVVDU\IRUDSURSHUXQGHUVWDQGLQJRI6WDOQDNHU·VQRWLRQRISUHVXSSR
VLWLRQ
,QYLUWXHRIKLVFRJQLWLYLVP LWLVQDWXUDOIRUDQHUURUWKHRULVWWRKROGWKDWZKHQZHSDUWLFL
SDWHLQPRUDOGLVFRXUVH²ZKHQZHWDNHSDUWLQPRUDOFRQYHUVDWLRQV²ZHFRPPXQLFDWHZLWK
RWKHUV 7KDWLV ZKHQ\RXDPDNHPRUDOMXGJPHQW \RXLPSDUWLQIRUPDWLRQWRDQDXGLHQFH
-XVWDV\RXPLJKWXWWHU ¶7KHEDWKURRPLVGRZQWKHKDOODQGWRWKHOHIW·WRWHOOVRPHRQHDERXW
WKHZRUOG \RXPLJKWVD\ ¶:KDWWKRVHOLWWOHER\VGLGZDVZURQJ·WRWHOOVRPHRQHZKDWWKH
ZRUOGLVOLNH $QHUURUWKHRULVW LWVHHPV VKRXOGYLHZPRUDOGLVFRXUVHDVURXJKO\VLPLODU
LQQDWXUHWRDQ\RWKHUNLQGRIJLYLQJDQGWDNLQJRILQIRUPDWLRQ
$FFRUGLQJWRDVWDQGDUGYLHZ FRPPXQLFDWLRQLVDNLQGRIUDWLRQDOFRRSHUDWLYHDFWLYLW\
2QVXFKDYLHZ WKHUHDUHUXOHVIRUDSSURSULDWHFRPPXQLFDWLRQ ZKLFKDQ\RQHSDUWLFLSDW
LQJLQDFRQYHUVDWLRQWDFLWO\NQRZV $VORQJDVWKHSDUWLFLSDQWVDUHSURSHUO\FRRSHUDWLYH
WKH\GHVLUHWRIROORZWKHUXOHV DQGVRWKH\KDYHUHDVRQQRWWREUHDNWKHP 7KHVHUXOHVRI
FRPPXQLFDWLRQWHOOSHRSOHZKDWWKH\FDQDQGFDQQRWVD\ JLYHQZKDWKDVDOUHDG\EHHQVDLG
LQWKHFRQYHUVDWLRQ 6RWKHUXOHVRIFRQYHUVDWLRQUHTXLUHWKHH[LVWHQFHRIDFRQYHUVDWLRQDO
UHFRUG ZKLFKNHHSVWUDFNRIZKDWLQIRUPDWLRQKDVDOUHDG\SDVVHGEHWZHHQWKHSDUWLFLSDQWV
2Q6WDOQDNHU·VYLHZ DFRQYHUVDWLRQDOUHFRUGGHWHUPLQHVZKDWKHFDOOVD¶GLVFRXUVHFRQ
WH[W· DVHWRISRVVLEOHZRUOGV ,QWXLWLYHO\ WKHGLVFRXUVHFRQWH[WWHOOVWKHSDUWLFLSDQWVZKLFK
SURSRVLWLRQVDUHHQWDLOHGE\ZKDWKDVDOUHDG\EHHQVDLGLQWKHFRQYHUVDWLRQ ZKLFKSURSR
VLWLRQVKDYHEHHQUXOHGRXW DQGZKLFKSURSRVLWLRQVDUHVWLOOOLYHRSWLRQV 7KHSURSRVLWLRQV
WKDWDUHWUXHLQDOOSRVVLELOLWLHVLQWKHGLVFRXUVHFRQWH[WDUHWREHWDNHQIRUJUDQWHGE\WKH
&I 0DFNLH DQG -R\FH  
6WDOQDNHU DQG /HZLV 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
7KHWHUP¶GLVFRXUVHFRQWH[W·FRPHVIURP6WDOQDNHU  +HDOVRFDOOVGLVFRXUVHFRQWH[WV¶FRQWH[WVHWV·LQKLV
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SDUWLFLSDQWVIRUWKHUHVWRIWKHFRQYHUVDWLRQ 3URSRVLWLRQVWKDWDUHIDOVHLQDOOWKHVHSRVVLELO
LWLHVVKRXOGEHUXOHGRXWIRUWKHUHPDLQGHURIWKHFRQYHUVDWLRQ 3URSRVLWLRQVWKDWDUHWUXHLQ
VRPHEXWQRWDOOZRUOGVLQWKHGLVFRXUVHFRQWH[WDUHVWLOOOLYHRSWLRQV WKH\DUH´IDLUJDPHµ
´XSIRUJUDEVµ UHDG\WREHDVVHUWHGRUGHQLHG 7KHJRDORIFRPPXQLFDWLRQ WKHQ LVWRWU\
GHWHUPLQH LQWKHPRVWHFRQRPLFDOZD\ ZKLFKRIWKHVHSRVVLEOHZRUOGVLVWKHDFWXDOZRUOG
:KHQZHH[FKDQJHLQIRUPDWLRQLQDFRQYHUVDWLRQ ZHWU\WRÀJXUHRXWZKDWLVDFWXDO
2XUSULQFLSDOWRROIRUFRPPXQLFDWLRQLVWKHVSHHFKDFWRIDVVHUWLRQ 6LQFHDQDVVHUWLRQ
WDNHVSODFHZLWKLQDGLVFRXUVHFRQWH[W LWVFRQWHQWLQWHUDFWVZLWKLWVFRQWH[W 7ZRVXSHU
ÀFLDOO\LQGLVFHUQLEOHDVVHUWLYHXWWHUDQFHVPD\KDYHGLIIHUHQWFRQWHQWGHSHQGLQJXSRQWKH
FRQWH[WVLQZKLFKWKH\WDNHSODFH 'HWHUPLQDQWVRIWKHFRQWHQWRIDQDVVHUWLYHXWWHUDQFH
LQFOXGHZKDWKDVEHHQWDNHQIRUJUDQWHGIURPHDUOLHULQWKHFRQYHUVDWLRQ DQGZKDWPXVWEH
WDNHQIRUJUDQWHGLQRUGHUSURSHUO\WRXQGHUVWDQGWKHDVVHUWLRQ 7KXV DFFRUGLQJWRDQHUURU
WKHRULVWZKRDFFHSWVWKLVSLFWXUHRIFRPPXQLFDWLRQ DQGZKRDFFHSWVWKDWZHFRPPXQLFDWH
YLDPRUDOGLVFRXUVH ZKDWZHHQGXSDVVHUWLQJZLWKRXUPRUDOMXGJPHQWVGHSHQGVXSRQZKDW
ZHWDNHIRUJUDQWHGLQPDNLQJWKHMXGJPHQWV 2Q6WDOQDNHU·VYLHZ WKHVHSURSRVLWLRQVWKDW
ZH´WDNHIRUJUDQWHGµDUHRXUSUHVXSSRVLWLRQV
$FFRUGLQJWRWKLVYLHZ SUHVXSSRVLWLRQLVDSUDJPDWLFSKHQRPHQRQ LWLVVRPHWKLQJ
SHRSOHGRZKHQWKH\DVVHUWLYHO\XWWHUPRUDOVHQWHQFHV 5RXJKO\ DSHUVRQ SUDJPDWLFDOO\
SUHVXSSRVHV DSURSRVLWLRQDWDWLPHLIVKHLVGLVSRVHG DVRIWKDWWLPH WRDFWDVLIVKHDFFHSWV
WKHSURSRVLWLRQ DQGVKHLVDOVRGLVSRVHGDWWKDWWLPHWRDFWDVLIKHUDXGLHQFHDOVRDFFHSWVWKH
SURSRVLWLRQ $QRWKHUZD\RISXWWLQJWKLVLVWKDW ZKHQDVSHDNHUSUHVXSSRVHVVRPHWKLQJ VKH
WDNHVLWDVFRPPRQJURXQGLQKHUFRQYHUVDWLRQ 3UDJPDWLFSUHVXSSRVLWLRQ WKXVFRQFHLYHG
LVSULPDULO\DUHODWLRQEHWZHHQVSHDNHUVDQGSURSRVLWLRQV ,QDGGLWLRQ LWLVQRWQHFHVVDULO\
UHDOL]HGDVDPHQWDODWWLWXGHLQWKHVSHDNHU VLQFHLWLVIXQGDPHQWDOO\DFRPSOH[GLVSRVL
6WDOQDNHU  

WLRQ 2XUGLVSRVLWLRQVDUHQRWZKROO\GHWHUPLQHGE\RXULQWHUQDOPHQWDOVWDWHV )LQDOO\
LWLVLPSRUWDQWWRQRWHWKDWGHULYDWLYHQRWLRQVRISUHVXSSRVLWLRQPD\EHGHÀQHGLQWHUPVRI
WKLVSUDJPDWLFFRQFHSWLRQRISUHVXSSRVLWLRQ 2QRQHSRVVLEOHGHÀQLWLRQ DMXGJPHQWPD\
EHVDLGWRSUHVXSSRVHDSURSRVLWLRQZKHQWKHSHUVRQPDNLQJWKHMXGJPHQWSUDJPDWLFDOO\
SUHVXSSRVHVLW
 7KH'LVFRXUVH7KHVLVLQ7HUPVRI3UDJPDWLF3UHVXSSRVLWLRQ
2QWKHLPSUHFLVHYHUVLRQRIWKHGLVFRXUVHWKHVLV HDFKPRUDOMXGJPHQWLQYROYHVDFODLP
LQWKHREMHFWLYLW\RIPRUDOLW\ :HDUHQRZLQDSRVLWLRQWRLQMHFWVRPHSUHFLVLRQLQWRWKH
GLVFRXUVHWKHVLVE\PDNLQJSUHFLVHWKHQDWXUHRIWKH´FODLPµLWDOOHJHVRIPRUDOMXGJPHQWV
7KHVLV37KH3UDJPDWLF'LVFRXUVH7KHVLV 6SHDNHUV ZKHQWKH\PDNHPRUDOMXGJPHQWV SUDJPDWLFDOO\SUHVXSSRVHWKDWWKHUHDUHREMHFWLYHYDOXHV
7KHGLVFRXUVHWKHVLV WKXVVWDWHG LVVWLOOYDJXH LQYLUWXHRIWKHSURSRVLWLRQLWVD\VLVSUDJ
PDWLFDOO\SUHVXSSRVHGE\VSHDNHUV $WWKHYHU\OHDVW OHWXVVD\WKDWWKHSUDJPDWLFGLVFRXUVH
WKHVLVKDVLWWKDWZKHQVSHDNHUVPDNHPRUDOMXGJPHQWV WKH\WDNHIRUJUDQWHGWKHH[LVWHQFH
RIDFHUWDLQNLQGRISURSHUW\
+HUHLVDQLOOXVWUDWLRQRIKRZWKHSURSRQHQWRI7KHVLV3 ZRXOGYLHZPRUDOFRPPXQL
FDWLRQ 6XSSRVHWKDW, ZDONDURXQGWKHFRUQHUDQGÀQGVRPH\RXQJER\VZKRDUHWRUWXULQJ
DFDW ,KHURWKDW, DP EUHDNXSWKHJDWKHULQJDQGOHWWKHFDWIUHH /DWHUWKDWGD\ , GHVFULEH
WKHIDFWVRIWKHVLWXDWLRQWR\RXLQVRPHGHWDLO ´7KH\ZHUHVXUURXQGLQJWKHFDW NLFNLQJLW
SUHSDULQJWRKDQJLWIURPDWUHHµ 7KHQ, VD\
 :KDWWKRVHOLWWOHER\VGLGZDVZURQJ
6WDOQDNHU     6HHDOVR6WDOQDNHU  IRUDPRUHUHFHQWGHÀQLWLRQWKDWGLYHUJHVIURPWKHLGHDWKDWSUHVXSSRVLWLRQVDUHGLVSRVLWLRQDO &RPSDUHDOVR 
7KHUHDUHREYLRXVO\PDQ\RWKHULQWHUHVWLQJSUHVXSSRVLWLRQUHODWLRQVWKDWZHPD\GHÀQHSDUWLDOO\LQWHUPVRISUDJPDWLFSUHVXSSRVLWLRQ +HUHDUHVRPH DVHQWHQFHW\SH ¶6· SUHVXSSRVHV 3ZKHQSHRSOHPXVWSUDJPDWLFDOO\SUHVXSSRVH 3 LQXWWHULQJ¶6· LQRUGHUWREHUDWLRQDO RUZKHQZHPXVWDVVXPHWKDWWKHVSHDNHUSUDJPDWLFDOO\SUHVXSSRVHV 3 LQRUGHUWRXQGHUVWDQG¶6·RUZKHQZHFDQUHDVRQDEO\LQIHUWKDWDVSHDNHUSUDJPDWLFDOO\SUHVXSSRVHV 3 RQDQ\XWWHUDQFHRI¶6·6HH6WDOQDNHU  

$FFRUGLQJWR7KHVLV3ZKHQ, XWWHU , SUDJPDWLFDOO\SUHVXSSRVHWKDWWKHUHDUHREMHFWLYH
YDOXHV 3UHVXPDEO\ DFFRUGLQJWRWKLVYLHZ WKHUHDVRQZK\, DPSUHVXSSRVLQJWKHH[LVWHQFH
RIREMHFWLYHYDOXHVLVWKDW, WDFLWO\WKLQNWKDW LQRUGHUIRU¶ZURQJ·WRDSSO\WRZKDWWKHER\V
GLG VXFKYDOXHVPXVWH[LVW
2IFRXUVH WKHGLVFRXUVHWKHVLVLVPHDQWQRWRQO\WRUDQJHRYHUFRPPXQLFDWLYHXWWHU
DQFHV ,WPXVWDSSO\JHQHUDOO\WRPRUDOWKRXJKWDQGODQJXDJH HYHQLQVLWXDWLRQVWKDWGR
QRWLQYROYHWKHSXEOLFH[FKDQJHRILQIRUPDWLRQ ,I EHIRUH, KDYHP\FRQYHUVDWLRQZLWK
\RX , WKLQNWRP\VHOIWKDWZKDWWKHOLWWOHER\VGLGZDVZURQJ WKHQ, SUHVXSSRVHWKDWWKHUH
DUHREMHFWLYHYDOXHV DFFRUGLQJWR7KHVLV3,WLV SUHVXPDEO\ VXSSRVHGWRDSSO\ERWKWR
´SXEOLFµDQG´SULYDWHµPRUDOMXGJPHQWV
7KLVLQWHUSUHWDWLRQRIWKHGLVFRXUVHWKHVLVOHDGVQDWXUDOO\WRDYHUVLRQRIWKHHUURUWKHVLV
$FFRUGLQJWRWKHLPSUHFLVHYHUVLRQRIWKHHUURUWKHVLV VLQFHPRUDOLW\LVQRWREMHFWLYH EXW
RXUPRUDOMXGJPHQWVFODLPWKDWLWLV RXUPRUDOMXGJPHQWVDGPLWRIVRPHNLQGRIHUURU
2QPRVWXQGHUVWDQGLQJVRIWKHHUURUWKHVLV WKHPLVWDNHLQPRUDOMXGJPHQWVLVWKDWWKH\
IDLOWRVHFXUHWUXWK 6RKHUHLVDSUHFLVHVWDWHPHQWRIWKHHUURUWKHVLVLQWHUPVRISUDJPDWLF
SUHVXSSRVLWLRQ
7KHVLV37KH3UDJPDWLF(UURU7KHVLV 6LQFHWKHUHDUHQRREMHFWLYHYDOXHVEXWVSHDNHUVSUDJPDWLFDOO\SUHVXSSRVHWKDWWKHUHDUHZKHQWKH\PDNHPRUDOMXGJPHQWV QRQHRIWKHVHMXGJPHQWVLVWUXH
3UHVXPDEO\ WKHLGHDXQGHUO\LQJ7KHVLV3 LVWKDWZKHQDSHUVRQ·VSUHVXSSRVLWLRQIDLOV
VKHFDQ·W LQWKHHQG EHH[SUHVVLQJVRPHWKLQJDERXWDFWXDOLW\ 6LQFHWKHSUHVXSSRVLWLRQLV
LQFRQVLVWHQWZLWKZKDWLVDFWXDOO\WKHFDVH WKHUHVXOWLQJGLVFRXUVHFRQWH[WLVGHIHFWLYH ,IWKH
DFWXDOZRUOGLVUXOHGRXWLQWKHFRQWH[WE\SUHVXSSRVLQJVRPHWKLQJWKDWLVLQFRQVLVWHQWZLWK
7KHSODXVLELOLW\RIWKLVFODLPPD\OHJLWLPDWHO\EHFDOOHGLQWRTXHVWLRQ GRSHRSOHUHDOO\DFWLQWKHZD\WKDW7KHVLV3 VD\VWKH\GR" $WÀUVWJODQFH \RXPLJKWWKLQNWKDWRUGLQDU\SHRSOHKDYHQREHOLHIVDERXWWKHQRWLRQRIDQREMHFWLYHYDOXH , JUDQWWKDWWKLVLGHDKDVVRPHSXOO WKRXJK, WKLQNWKDW7KHVLV3 LVQRWLQGHIHQVLEOH ,ZLOOQRW KRZHYHU GLVFXVVLQGHSWKWKHTXHVWLRQRIKRZWRGHWHUPLQHZKHWKHU7KHVLV3 KROGVLQJHQHUDO QRUZKHWKHU7KHVLV3 UHDOO\GRHVKROGLQJHQHUDO (UURUWKHRULHVWKDWFRQVLVWSDUWLDOO\LQ7KHVLV3 ZLOOQRWEHP\PDLQFRQFHQWUDWLRQLQWKLVZRUN

LW WKHQLWLVKDUGWRVHHKRZWKHMXGJPHQWFRXOGEHDERXWWKHDFWXDOZRUOG 6WDWHPHQWVWKDW
DUHQRWDERXWZKDWLVDFWXDOO\WKHFDVH LWVHHPV FDQQRWEHWUXH LI\RXDVVHUWWKHSURSRVLWLRQ
WKDW[LV)EXW[LVQRWDFWXDOO\)WKHQ\RXUDVVHUWLRQLVQ·WWUXH 2QWKLVYLHZ SUHVXSSRVLWLRQ
IDLOXUHLV WRDFHUWDLQH[WHQW FDWDVWURSKLF
+HUHLVDQLOOXVWUDWLRQRIKRZWKHSURSRQHQWRI7KHVLV3 ZRXOGWKLQNRIPRUDOGLVFRXUVH
6XSSRVH, DPJRVVLSLQJZLWK\RXDERXWIXQQ\(XURSHDQUR\DOV )LUVWZHWDONDERXWWKH
4XHHQRI(QJODQG WKHQWKH*UDQG'XNHRI/X[HPERXUJ 7KHQ\RXDVN ´:KDWGR\RX
NQRZDERXWWKH.LQJRI)UDQFH"µ , VD\ H[FLWHGO\
 7KH.LQJRI)UDQFHLVEDOG
:KHQ, XWWHU , WDNHIRUJUDQWHGWKDWWKHUHLVD.LQJRI)UDQFH , DFFHSWWKDWWKHUHLV
RQH VRGR\RX DQGHDFKRIXVNQRZVWKLVRIWKHRWKHU :HWDNHLWWREHFRPPRQJURXQGLQ
RXUFRQYHUVDWLRQ %XWVLQFHWKHUHLVQRVXFKNLQJ P\SUHVXSSRVLWLRQLVIDOVH ,WDOOHJHGO\
IROORZVWKDWP\XWWHUDQFHFDQQRWEHDERXWKRZWKHZRUOGDFWXDOO\LV DQGVRLWLVQ·WWUXH
$ SURSRQHQWRIWKHHUURUWKHRUHWLFYLHZHPERGLHGLQ7KHVHV33LWVHHPV ZRXOGWKLQN
RIDORQJWKHVDPHOLQHVDV /LNHP\XWWHUDQFHRI P\XWWHUDQFHRILQYROYHV
SUHVXSSRVLWLRQIDLOXUH UHVXOWLQJLQXQWUXWK 6LQFHZHWHQGWRWKLQNWKDWZKDWZHVD\LV
WUXH WKLVZRXOGEHDELJHUURURQRXUSDUWLQSDUWLFLSDWLQJLQPRUDOGLVFRXUVH
 $JDLQVW7KHVHV33
, EHOLHYHWKDWWKHHUURUWKHRU\WKDWZHJHWE\FRPELQLQJ7KHVLV3 ZLWK7KHVLV3 \LHOGV
DQLQFRKHUHQWFRQFHSWLRQRIWKHUHODWLRQEHWZHHQSUHVXSSRVLWLRQIDLOXUHDQGWKHWUXWKYDOXHV
RIRXUMXGJPHQWV
7KLVLGHDLVH[SUHVVHGLQ<DEOR  VHFWLRQ , GRQRWXVH<DEOR·VVHQVHRI¶FDWDVWURSKLF WKRXJK 6HH<DEOR  VHFWLRQ ,WLVLPSRUWDQWWRQRWHWKDW<DEORGRHVQ·W DVIDUDV, FDQWHOO UHDOO\DFFHSWWKHLGHDH[SUHVVHGLQWKLVSDUDJUDSK 1HLWKHUGR, VHHEHORZ
7KLVVHHPVURXJKO\WREHWKHHUURUWKHRU\KDGLQPLQGE\+XHPHU   DQG6KDIHU/DQGDX DQG 

7KHSUREOHPLVWKDW FRQWUDU\WRZKDWWKHSUDJPDWLFHUURUWKHVLVLPSOLHV SUHVXSSRVLWLRQ
IDLOXUHQHHGQRWUHVXOWLQXQWUXWK ,WLVHDV\WRLPDJLQHFRXQWHUH[DPSOHVWRWKHJHQHUDO
LGHDEHKLQG7KHVLV3*HQHUDOL]LQJ7KHVLV3ZHJHWWKHIROORZLQJSULQFLSOH
*HQHUDOL]HG3UDJPDWLF(UURU7KHVLV )RUDQ\SURSRVLWLRQ 3DQGVHQWHQFH¶6·LIDVSHDNHUSUHVXSSRVHV 3 LQMXGJLQJWKDW 6DQG 3 LVQRWWUXH WKHQKHUMXGJPHQWWKDW 6 LVQRWWUXH
7KLVJHQHUDOL]HGSUDJPDWLFHUURUWKHVLV KRZHYHU LVIDOVH 7KHUHDUHPDQ\RUGLQDU\ HYHU\
GD\H[DPSOHVZKHUHSDUWLFLSDQWVLQDFRQYHUVDWLRQVDWLVI\WKHDQWHFHGHQWRIWKLVSULQFLSOH
EXWPDNHWKHFRQVHTXHQWIDOVH
6XSSRVH IRUH[DPSOH WKDWZHDUHGLVFXVVLQJSUHVLGHQWLDOZDUGUREHV <RXFODLPWKDW
%XVKZDVDVORSS\GUHVVHU , VD\WKDW, DPLQFOLQHGWRDJUHH 7KHQ\RXDWWHPSWWRJHQHUDOL]H
WKLVWRDOO5HSXEOLFDQSUHVLGHQWV ,VNHSWLFDORIWKLV DVN ´:KDWDERXW0F&DLQ"µ <RX ZKR
DUHQRWXSRQWKHWLPHV WKLQN0F&DLQLVWKHFXUUHQWSUHVLGHQW LQVWHDGRI2EDPD <RXXWWHU
 7KHSUHVLGHQWZHDUVDVXLWDQGWLHWRZRUN
$QG\RXEDFNRIIIURP\RXULQLWLDOJHQHUDOL]DWLRQ <RXUHYLVHWRWKHFODLPWKDW PRVW 5H
SXEOLFDQSUHVLGHQWVDUHQ·WZHOOGUHVVHG ,QWKLVVLWXDWLRQ WKHUHDUHWZRSODXVLEOHZD\V,
FRXOGLQWHUSUHW\RXUXWWHUDQFHRI DQGQHLWKHURIWKHPUHVXOWVLQXQWUXWK (YHQVR LQWKLV
FRQWH[W \RXIDOVHO\SUHVXSSRVHWKDW0F&DLQLVWKHFXUUHQWSUHVLGHQW
)LUVW , FRXOGXQGHUVWDQG\RXWREHWDONLQJDERXW0F&DLQ ,I, LQWHUSUHWHG\RXLQWKLV
ZD\ , ZRXOGEHSUHVXSSRVLQJDORQJZLWK\RXWKDW0F&DLQLVWKHSUHVLGHQW SHUKDSVWRDYRLG
GLYHUWLQJWKHGLVFXVVLRQ 6WLOO ZKDW\RXDVVHUWE\XWWHULQJLVWUXH 0F&DLQGRHVZHDU
DVXLWDQGWLHWRZRUN 6HFRQG , FRXOGXQGHUVWDQG\RXWREHWDONLQJDERXW2EDPD HYHQ
WKRXJK\RXGLGQ·WLQWHQGWREHWDONLQJDERXWKLP ,I, LQWHUSUHWHG\RXLQWKLVZD\ , ZRXOG
EHUHMHFWLQJ\RXUSUHVXSSRVLWLRQ 6WLOO , ZRXOGEHLQWHUSUHWLQJ\RXUXWWHUDQFHRIDVWUXH
6HH HJ 6WDOQDNHU   FI <DEOR 

7KXV RQHLWKHUSODXVLEOHLQWHUSUHWDWLRQRI\RXUXWWHUDQFH , VKRXOGWDNH\RXUMXGJPHQWDV
WUXH FRQWUDU\WRZKDWWKHJHQHUDOL]HGSUDJPDWLFHUURUWKHVLVLPSOLHV
7KLVLVQRW LQDQ\ZD\ D´VSHFLDOFDVHµFRXQWHUH[DPSOHWRWKHSULQFLSOH 7KHFRXQ
WHUH[DPSOHVWRWKHJHQHUDOL]HGSUDJPDWLFHUURUWKHVLVDUHVRZLGHVSUHDGWKDWQRDPRXQWRI
FKLVKROPLQJFDQUHWDLQDSODXVLEOHXQGHUVWDQGLQJRIWKHLQLWLDOLGHDEHKLQGLW 7DNLQJD
VWHSEDFN RQHPD\ZRQGHUZKDWLVZURQJZLWKWKHLQLWLDOPRWLYDWLRQIRU7KHVLV3LILWLV
VXFKDQLPSODXVLEOHFODLP
5HFDOOWKHUDWLRQDOHWKDW, SUHVHQWHGIRUWKHSUDJPDWLFHUURUWKHVLV ZKHQVRPHRQHSUH
VXSSRVHVZKDWLVDFWXDOO\IDOVH LWLVKDUGWRVHHKRZKHUMXGJPHQWFRXOGEHDERXWDFWXDOLW\
EXWLILWLVQRWDERXWDFWXDOLW\ WKHQLWPXVWQRWEHWUXH 7KHSUREOHPZLWKWKLVLGHD LQP\
RSLQLRQ LVWKDWLWDVVXPHVWKHH[LVWHQFHRIDVWURQJVHPDQWLFFRQQHFWLRQEHWZHHQZKDWLV
SUHVXSSRVHGLQPDNLQJDMXGJPHQWDQGZKDWWKHMXGJPHQWLVDERXW 7KLVLVDPLVWDNH D
SHUVRQ·VMXGJPHQWPD\EHDERXWDFWXDOLW\ HYHQLIWKHSHUVRQPDNLQJWKHMXGJPHQWKDVD
IDOVHSUHVXSSRVLWLRQ ,QWKHQH[WVHFWLRQ , GLVFXVVDQRWLRQRISUHVXSSRVLWLRQWKDWKDVPRUH
RIDVHPDQWLFXQGHUSLQQLQJ DQGWKXVPD\\LHOGDPRUHSODXVLEOHHUURUWKHVLV
%HIRUH, PRYHRQ KRZHYHU , ZRXOGOLNHEULHÁ\WRPHQWLRQDSRVVLEOHUHYLVLRQRI7KHVLV
3ZKLFKÀWVEHWWHUZLWK7KHVLV3$FFRUGLQJWRWKLVUHYLVLRQ WKHHUURUWKDWSHRSOHFRPPLW
ZKHQWKH\PDNHPRUDOMXGJPHQWVLVQRWDVVHYHUHDV7KHVLV3 ZRXOGKDYHLW
7KHVLV3 7KH3UDJPDWLF(UURU7KHVLV 6LQFHWKHUHDUHQRREMHFWLYHYDOXHV EXWVSHDNHUVSUDJPDWLFDOO\SUHVXSSRVHWKDWWKHUHDUHZKHQWKH\PDNHPRUDOMXGJPHQWV WKH\PDNHWKHPLVWDNHRISUHVXSSRVLQJDIDOVHKRRG
7KHUHLVDQRWKHUZD\RILQWHUSUHWLQJZKDW\RXVD\ ZKLFKPD\OHDGWRIDOVLW\ , PLJKWXQGHUVWDQG\RXDVDVVHUWLQJWKHSURSRVLWLRQH[SUHVVHGE\WKHVHQWHQFH ´0F&DLQ ZKRLVWKHSUHVLGHQW ZHDUVDVXLWDQGWLHWRZRUNµ ,I\RXDVVHUWWKLVSURSRVLWLRQ WKHQ, VKRXOGLQWHUSUHW\RXUDVVHUWLRQDVXQWUXH 7ZRWKLQJVDERXWWKLV LLQWKHFRQWH[WDV, KDYHGHVFULEHGLW , WKLQNLWZRXOGEHXQFKDULWDEOHWRLQWHUSUHW\RXDVDVVHUWLQJWKDW0F&DLQLVSUHVLGHQW LQVWHDGRIPHUHO\SUHVXSSRVLQJLW DQGLLHYHQLI, LQWHUSUHWHG\RXUDVVHUWLRQLQWKLVZD\WKHVHPDQWLFYDOXHRI\RXUXWWHUDQFHVKRXOGEHLQWHUSUHWHGDVWUXH
$FFRUGLQJWRWKH 3KLORVRSKLFDO/H[LFRQ WR FKLVKROP LVWRPDNHUHSHDWHGVPDOODOWHUDWLRQVLQDGHÀQLWLRQRUH[DPSOH , WKLQNWKHOH[LFRJUDSKHUVZKRZURWHWKLVHQWU\LQWHQGHGWRDOORZ¶FKLVKROP·WRDSSO\WRWKLVVRUWRISURFHGXUHZLWKUHJDUGWRSULQFLSOHVDVZHOO

7KLVUHYLVLRQGRHVQRWFODLPWKDWSUHVXSSRVLWLRQIDLOXUHUHVXOWVLQXQWUXWK %XWLWLPSOLHVWKDW
LWLVRIWHQDPLVWDNHWRSUHVXSSRVHVRPHWKLQJWKDWLVIDOVH ,IZHGRLWWRRRIWHQ RXUGLVFXV
VLRQFDQJRRIIWKHUDLOVLQYDULRXVZD\V 6XSSRVH IRUH[DPSOH WKDWLQWKHDERYHFRQYHUVD
WLRQDERXWSUHVLGHQWLDOZDUGUREHV ZHFKDQJHWKHIRFXVRIRXUFRQYHUVDWLRQWRSUHVLGHQWLDO
SROLFLHV ,IZHGLGWKLV WKHLQLWLDOPLVWDNHRISUHVXSSRVLQJWKDW0F&DLQLVSUHVLGHQWFRXOG
FRPSRXQGLQWRIXUWKHUPLVWDNHVGRZQWKHURDGVXSSRVLQJWKDW0F&DLQ·VSROLFLHVZRXOG
KDYHGLYHUJHGHQRXJKIURP2EDPD·V
7KHUHDVRQ, PHQWLRQ7KHVLV3GHULYHVIURPP\GLVFXVVLRQRI0DFNLH·VSRVLWLRQLQWKH
SUHFHGLQJFKDSWHU ,I, DPFRUUHFWLQWKLQNLQJWKDW0DFNLHGLGQRWQHFHVVDULO\WKLQNPRUDO
MXGJPHQWVDUHIDOVH WKHQLWLVSODXVLEOHWKDWKHDFFHSWHGWKLVUHYLVLRQLQVWHDGRI7KHVLV
3+HVHHPHGWRWKLQNWKDW HYHQWKRXJKRXUIDOVHSUHVXSSRVLWLRQWKDWWKHUHDUHREMHFWLYH
YDOXHVGRHVQ·WDIIHFWWKHWUXWKYDOXHVRIRXUPRUDOMXGJPHQWV ZHQRQHWKOHVVVKRXOGVWRS
SUHVXSSRVLQJWKLV )RU SHUKDSV WKLVKDVOHGPDQ\PRUDOWKHRULVWVWRELJPLVWDNHVGRZQ
WKHURDGLQWKHLUWKHRUL]LQJ ,Q0DFNLH·VRSLQLRQ LWLVDPLVWDNHIRUPRUDOWKHRULVWVWRWDNH
VHULRXVO\WKHRUGLQDU\SUHVXSSRVLWLRQWKDWWKHUHDUHREMHFWLYHYDOXHV 7KLV , EHOLHYH LVD
YHU\FORVHDSSUR[LPDWLRQRIZKDW0DFNLHUHDOO\KDGLQPLQG 2IFRXUVH , SXWLWIRUZDUG
RQO\DVDFORVHDSSUR[LPDWLRQ , KDYHDOUHDG\H[SUHVVHGP\EHOLHIWKDWLWZRXOGEHQDLYHWR
FRPHGRZQLQDQ\SHUIHFWO\GHWHUPLQDWHZD\DERXWZKDWSRVLWLRQLVH[SUHVVHGLQ0DFNLH·V
ZULWLQJV
, EHOLHYHWKDW0DFNLHPD\HYHQKDYHWKRXJKWLWZDVD FRQYHQWLRQDOLPSOLFDWXUH RIPRUDOMXGJPHQWVWKDWWKHUHDUHREMHFWLYHYDOXHV 7KLVLVVXJJHVWHGLQDSDVVDJHRQSDJHRI (,5: ZKHUHKHZULWHV ´$QG, GRQRWWKLQNLWZRXOGEHJRLQJWRRIDUWRVD\WKDWWKLVDVVXPSWLRQ>LQREMHFWLYHYDOXHV@KDVEHHQLQFRUSRUDWHGLQWKHEDVLF FRQYHQWLRQDO PHDQLQJVRIPRUDOWHUPVµ %XWFRQYHQWLRQDOLPSOLFDWXUHGRHVQRWDVLWVHHPVVWDQGDUGO\WREHFRQFHLYHGDIIHFWWUXWKFRQGLWLRQV 6RXQGHUVWRRG WKHUHLVDQRWKHUYHUVLRQRIWKHGLVFRXUVHWKHVLVZKLFKZHPD\LQWHUSUHW0DFNLHDVDFFHSWLQJ WKDWPRUDOMXGJPHQWVFRQYHQWLRQDOO\LPSOLFDWHWKDWWKHUHDUHREMHFWLYHYDOXHV &I *ULFH  3RWWV  DQG6WDOQDNHU  RQFRQYHQWLRQDOLPSOLFDWXUH

 6HPDQWLF3UHVXSSRVLWLRQV
,QWKLVVHFWLRQ , H[SOLFDWHWZRVHPDQWLFFRQFHSWVRISUHVXSSRVLWLRQ 5RXJKO\ DMXGJ
PHQWVHPDQWLFDOO\SUHVXSSRVHVDSURSRVLWLRQZKHQWKHSURSRVLWLRQPXVWEHWUXHLQRUGHUIRU
WKHMXGJPHQWWRKDYHDWUXWKYDOXH :LWKWKHQHZFRQFHSWV , VWDWHWZRQHZYHUVLRQVRIWKH
GLVFRXUVHWKHVLV DQGWZRQHZYHUVLRQVRIWKHHUURUWKHVLV ,QWKHQH[WVHFWLRQ , UDLVHVRPH
ZRUULHVDERXWWKHSODXVLELOLW\RIWKHUHVXOWLQJWDNHVRQWKHHUURUWKHRU\
 3UHVXSSRVLWLRQ 6HPDQWLFRU3UDJPDWLF"
5HFDOORXUURXJKGHÀQLWLRQRISUDJPDWLFVSHDNHUSUHVXSSRVLWLRQ DVSHDNHUSUHVXSSRVHV
DSURSRVLWLRQZKHQVKHLVGLVSRVHGWRWDNHLWDVFRPPRQJURXQGLQKHUFRQYHUVDWLRQ 2Q
WKLVFRQFHSWLRQ SUHVXSSRVLWLRQLVIXQGDPHQWDOO\DSUDJPDWLFSKHQRPHQRQ LWLVVRPHWKLQJ
ZHGRZKHQZHSDUWLFLSDWHLQFRQYHUVDWLRQV $VVXFK LWLVDOVRIXQGDPHQWDOO\DUHODWLRQ
EHWZHHQSHRSOHDQGSURSRVLWLRQV :HVDZWKDWLWLVSRVVLEOHWRGHÀQHXVHIXOQRWLRQVRI
SUHVXSSRVLWLRQLQWHUPVRIVSHDNHUSUHVXSSRVLWLRQWKDWZRXOGUHODWHMXGJPHQWVRUVHQWHQFHV
ZLWKSURSRVLWLRQV %XW RQ6WDOQDNHU·VDFFRXQW WKHQRWLRQRIVSHDNHUSUHVXSSRVLWLRQLVD
VRUWRIIRXQGDWLRQDOFRQFHSW LQWHUPVRIZKLFKZHPD\XQGHUVWDQGPDQ\OLQJXLVWLFSKH
QRPHQD
6WDOQDNHU·V  DQGDFFRXQWRISUHVXSSRVLWLRQZDVSUHVHQWHGLQUHDFWLRQ
WRDWKHQSRSXODUDFFRXQWRISUHVXSSRVLWLRQLQWHUPVRIWUXWKYDOXHJDSV 2QHRIKLVJRDOV
ZDVWRVKRZWKDWLWZRXOGEHDPLVWDNHWRXQGHUVWDQGDOOSUHVXSSRVLWLRQLQWHUPVRIWUXWK
YDOXHJDSV 7KHJRDOZDVQRW KRZHYHU HQWLUHO\WRVXSSODQWWKRVHQRWLRQVRISUHVXSSRVLWLRQ
:KHQDSSURSULDWHO\XQGHUVWRRG WKHIXQGDPHQWDOFRQFHSWVRI6WDOQDNHU·VYLHZDQGWKRVHRI
LWVSUHGHFHVVRUVPD\OLYHWRJHWKHULQSHDFH $QDFFRXQWRISUHVXSSRVLWLRQLQWHUPVRI
WUXWKYDOXHVJDSVGHÀQHVDFRQFHSWWKDWPD\EHXVHIXOLQRXUWKHRUL]LQJDERXWODQJXDJHDQG
&I 6WDOQDNHU   
6HH6WDOQDNHU  DQG    

WKRXJKW 7KXV VXFKDVHPDQWLFQRWLRQRISUHVXSSRVLWLRQPD\EHZKDWWKHHUURUWKHRULVWLV
ORRNLQJIRULQH[SOLFDWLQJWKHGLVFRXUVHWKHVLVDQGWKHHUURUWKHVLV
2QDURXJKGHÀQLWLRQRIVHPDQWLFSUHVXSSRVLWLRQ DMXGJPHQWSUHVXSSRVHVDSURSRVLWLRQ
ZKHQWKHWUXWKRIWKHSURSRVLWLRQLVDUHTXLUHPHQWWKDWPXVWEHPHWEHIRUHWKHMXGJPHQWFDQ
EHVDLGWRKDYHDWUXWKYDOXH 7KHUHDUH URXJKO\ WZRVXFKVHPDQWLFQRWLRQVRISUHVXS
SRVLWLRQ RQHFRUUHVSRQGLQJWRDWKHRU\RISUHVXSSRVLWLRQZKLFKVHHPVWRKDYHEHHQSXW
IRUZDUGE\)UHJH DQGWKHRWKHUFRUUHVSRQGLQJWRDQRWLRQDOOHJHGO\QRWLFHGE\6WUDZVRQ
)ROORZLQJ6RDPHV ,·OOFDOOWKHVH¶)UHJHDQ·DQG¶6WUDZVRQLDQ·SUHVXSSRVLWLRQ
$ SURSRVLWLRQLVD )UHJHDQSUHVXSSRVLWLRQ IRUDQRWKHUSURSRVLWLRQMXVWLQFDVH LQRU
GHUIRUWKHVHFRQGSURSRVLWLRQWREHWUXHRUIDOVH WKHÀUVWSURSRVLWLRQPXVWEHWUXH 7KLV
QRWLRQRIVHPDQWLFSUHVXSSRVLWLRQLVIXQGDPHQWDOO\GHÀQHGRYHUSURSRVLWLRQV %XWWKHUH
LVDGHULYDWLYHVHQVHLQZKLFKLWFDQUHODWHVHQWHQFHVZLWKSURSRVLWLRQV 7KXV URXJKO\ D
VHQWHQFHKDVDSURSRVLWLRQDVD)UHJHDQSUHVXSSRVLWLRQZKHQWKHFRQWHQWRIWKHVHQWHQFH
FDQQRWEHHYDOXDWHGIRUWUXWKXQOHVVWKDWSURSRVLWLRQLVWUXH
$ SURSRVLWLRQLVD 6WUDZVRQLDQSUHVXSSRVLWLRQ RIDVHQWHQFHXWWHUDQFHMXVWLQFDVH LQ
RUGHUIRUWKHVHQWHQFHWRH[SUHVVDFRQWHQW WKDWSURSRVLWLRQPXVWEHWUXH 7KLVQRWLRQLV
IXQGDPHQWDOO\DUHODWLRQEHWZHHQVHQWHQFHXWWHUDQFHVDQGSURSRVLWLRQV 7KHUHLVQRFRUUH
7KHUHLVDQRWKHUQRWLRQRIVHPDQWLFSUHVXSSRVLWLRQ ZKLFKVHHPVWREHLPSRUWDQWLQWKHOLWHUDWXUH 2QWKLVQRWLRQ SUHVXSSRVLWLRQLVDUHODWLRQEHWZHHQLQWHUSUHWHGVHQWHQFHW\SHVDQGSURSRVLWLRQV ZKHUH¶6· SUHVXSSRVHV 3 ZKHQLWLVLPSRVVLEOHIRUVRPHRQHUDWLRQDOO\WRDVVHUWLYHO\XWWHU¶6· ZLWKRXWDOVRSUHVXSSRVLQJ 37KLVQRWLRQGRHVQRWWRWDOO\UHGXFHWRVSHDNHUSUHVXSSRVLWLRQKRZHYHU EHFDXVHRIWKHQRWLRQRIUDWLRQDOLW\WKDWLVFRQWDLQHGLQWKHGHÀQLWLRQ $FFRUGLQJWR6WDOQDNHU ´,Q>WKHVH@FDVHV RQHPD\MXVWKDYHWRZULWHSUHVXSSRVLWLRQFRQVWUDLQWVLQWRWKHGLFWLRQDU\HQWU\IRUDSDUWLFXODUZRUGµ  6HHDOVR<DEOR  IQ , GRQRWWRWDOO\XQGHUVWDQGZKDW6WDOQDNHUDQG<DEORDUHJHWWLQJDWKHUH %XW, VXSSRVHWKDWWKLVQRWLRQRISUHVXSSRVLWLRQLVVRUWRIDVHPDQWLFSUDJPDWLFFURVVEUHHG SDUWLDOO\GHÀQHGLQWHUPVRIWKHSUDJPDWLFQRWLRQRISUHVXSSRVLWLRQ SRVVLEO\SDUWLDOO\GHÀQHGLQWHUPVRIWKHQRWLRQRIFRQYHQWLRQDOLPSOLFDWXUH DQGSDUWLDOO\GHÀQHGLQWHUPVRIVRPHQRWLRQRIUDWLRQDOLW\ >, DPFRQIXVHGDERXWWKLV@
6HHDOVR6RDPHV  VHFWLRQ /DWHULQWKLVFKDSWHU ,·OOXVHWKHWHUPV¶ORJLFDOSUHVXSSRVLWLRQ·DQG¶H[SUHVVLYHSUHVXSSRVLWLRQWRUHIHU UHVSHFWLYHO\ WR)UHJHDQDQG6WUDZVRQLDQSUHVXSSRVLWLRQ , ERUURZWKLVWHUPLQRORJ\IURP6RDPHV 
,WLVFRQWURYHUVLDOZKHWKHUWKLVZDV6WUDZVRQ·VYLHZ DQG, PDNHQRFODLPDVWRKLVWRULFDODFFXUDF\ 6HH6RDPHV  VXEVHFWLRQ ZKHUHKHDUJXHVWKDW6WUDZVRQZDVPRUHRUOHVVFRQIXVHGDERXWZKDWQRWLRQRISUHVXSSRVLWLRQKHZDVWU\LQJWRHOXFLGDWH

VSRQGLQJGHULYDWLYHQRWLRQWKDWFDQV\VWHPDWLFDOO\UHODWHSURSRVLWLRQVZLWKRWKHUSURSRVL
WLRQV VLQFH LID6WUDZVRQLDQSUHVXSSRVLWLRQRIDVHQWHQFHLVIDOVH DVHPDQWLFIDXOWRFFXUV
EHIRUHDSURSRVLWLRQFDQEHH[SUHVVHGE\WKHVHQWHQFH ,WLVLQFRKHUHQWWRVD\WKDWDSURSR
VLWLRQFDQKDYHDIDOVH6WUDZVRQLDQSUHVXSSRVLWLRQ
7KHUHDVRQZK\LWLVXVHIXOWRFDOOWKHVH´VHPDQWLFµQRWLRQVRISUHVXSSRVLWLRQLVWKDW
ZKHWKHUDVWDWHPHQWKDVDSUHVXSSRVLWLRQ RIHLWKHUW\SH KDVDQHIIHFWRQWKHWUXWKFRQGLWLRQV
RIWKHVWDWHPHQW %XWWKHUHLVDGLIIHUHQFHLQZKLFKWKHWZRQRWLRQVHIIHFWWUXWKFRQGLWLRQV
,IZHWKLQNRIWKHVHPDQWLFHYDOXDWLRQRIVHQWHQFHDVDVRUWRIWZRVWHSSURFHVV WKHQWKH
GLVWLQFWLRQEHWZHHQ)UHJHDQDQG6WUDZVRQLDQSUHVXSSRVLWLRQLVYLYLG 6XSSRVH\RXZDQW
WRÀJXUHRXWWKHWUXWKYDOXHRIDVHQWHQFHWRNHQ )LUVW\RXVKRXOGWU\WRÀJXUHRXWZKDW
SURSRVLWLRQLVH[SUHVVHGE\WKHVHQWHQFHLQLWVFRQWH[W LIWKHUHLVQRVXFKSURSRVLWLRQ \RX
FDQJRQRIXUWKHULQUHWULHYLQJDWUXWKYDOXHIRUWKHVHQWHQFH 1H[W \RXVKRXOGHYDOXDWH
WKDWSURSRVLWLRQLQWKHDFWXDOZRUOG 7KHWUXWKYDOXHRIWKHVHQWHQFHLVDUHÁHFWLRQRIWKH
WUXWKYDOXHRIWKHSURSRVLWLRQ LIWKHSURSRVLWLRQKDVQRWUXWKYDOXH WKHQQHLWKHUGRHVWKH
VHQWHQFH 6WUDZVRQLDQSUHVXSSRVLWLRQIDLOXUHFRUUHVSRQGVWRDKDQJXSDWWKHÀUVWVWHSRI
VHPDQWLFHYDOXDWLRQ )UHJHDQSUHVXSSRVLWLRQIDLOXUHFRUUHVSRQGVWRDKDQJXSDWWKHVHFRQG
VWHS
 7KH'LVFRXUVH7KHVLVLQ7HUPVRI6HPDQWLF3UHVXSSRVLWLRQ
,QWKLVVXEVHFWLRQ , RXWOLQHWZRDSSURDFKHVWRWKHHUURUWKHRU\ HDFKRIZKLFKIRFXVHVRQ
RQHRIWKHVHQRWLRQVRISUHVXSSRVLWLRQ 7KHÀUVWXVHVWKHQRWLRQRI)UHJHDQSUHVXSSRVLWLRQ
7KHVLV)7KH)UHJHDQ'LVFRXUVH7KHVLV $ )UHJHDQSUHVXSSRVLWLRQRIHDFKPRUDOMXGJPHQWLVWKDWWKHUHDUHREMHFWLYHYDOXHV
7KH)UHJHDQGLVFRXUVHWKHVLVSURYLGHVXVZLWKWKHIROORZLQJSLFWXUHRIPRUDOFRPPXQLFD
WLRQ
6XSSRVH DJDLQ WKDW, VHHWKHOLWWOHER\VNLFNLQJDFDW DQGODWHU , WHOO\RX
 :KDWWKRVHOLWWOHER\VGLGZDVZURQJ

,QVXFKDFRQWH[W ZHQHHGQRWWKLQNWKDW,WKHVSHDNHU KDYHSUDJPDWLFDOO\SUHVXSSRVHGWKDW
WKHUHDUHREMHFWLYHYDOXHV 7KHVLV) HQWDLOVQRVXFKWKLQJ ,QVWHDG LWVXJJHVWV ÀUVW WKDW
, KDYHWULHGWRFRPPXQLFDWHZLWK\RX , KDYHDVVHUWHGWKHSURSRVLWLRQWKDWZKDWWKHOLWWOH
ER\VGLGZDVZURQJ 6HFRQG LWHQWDLOVWKDWLIWKHUHDUHLQIDFWQRREMHFWLYHYDOXHV WKHQ,
KDYHWROG\RXVRPHWKLQJWKDWLVQHLWKHUWUXHQRUIDOVH
7KHUHLVDOOHJHGO\DFUXFLDOUHODWLRQEHWZHHQVHPDQWLFSUHVXSSRVLWLRQVDQGSUDJPDWLF
VSHDNHUSUHVXSSRVLWLRQV $V6WDOQDNHUZRXOGKDYHLW SDUWRIWKHJRDORIFRPPXQLFDWLRQ
LVWRPDNH GHWHUPLQDWH DVVHUWLRQV ,H LI\RXIDLOWRVD\VRPHWKLQJWKDWLVHLWKHUDFWXDOO\
WUXHRUDFWXDOO\IDOVH \RXKDYHYLRODWHGVRPHUXOHRIZKDWFDQDSSURSULDWHO\EHVDLGLQD
FRQYHUVDWLRQ XQOHVV\RXSUHVXSSRVHSURSRVLWLRQVWKDWZRXOGPDNHLWKDYHDWUXWKYDOXH
7KXV ZKHQZHXWWHUDVHQWHQFHZLWKDVHPDQWLFSUHVXSSRVLWLRQRIHLWKHUWKH)UHJHDQRU
6WUDZVRQLDQYDULHW\ ZHPDNHWKHPLVWDNHRIYLRODWLQJDQRUPRIFRQYHUVDWLRQ LIZHIDLO
WRSUHVXSSRVHZKDWLVVHPDQWLFDOO\SUHVXSSRVHGE\WKHVHQWHQFH
:LWKWKLVLQPLQG LWVHHPVWKDWWKHSURSRQHQWRI7KHVLV) ZLOOZDQWWRDFFHSWDYHUVLRQ
RIWKHHUURUWKHVLVDORQJWKHIROORZLQJOLQHV
7KHVLV)7KH)UHJHDQ(UURU7KHVLV 6LQFHWKHUHDUHQRREMHFWLYHYDOXHV EXWD)UHJHDQSUHVXSSRVLWLRQRIPRUDOMXGJPHQWVLVWKDWWKHUHDUH HLWKHULVSHDNHUVPDNHWKHHUURURIYLRODWLQJDFRQYHUVDWLRQDOUXOHLQPDNLQJPRUDOMXGJPHQWV RULLWKHLUPRUDOMXGJPHQWVDUHQHLWKHUWUXHQRUIDOVH EHFDXVHWKH\H[SUHVVJDSS\SURSRVLWLRQV
7KHXVHRI¶RU·LQ7KHVLV) FOHDUO\PXVWEHXQGHUVWRRGDVLQFOXVLYH ZKHWKHURUQRWVSHDN
HUVDFWXDOO\SUHVXSSRVHWKHH[LVWHQFHRIREMHFWLYHYDOXHV WKHLUPRUDOMXGJPHQWVHQGXS
VHPDQWLFDOO\H[SUHVVLQJSURSRVLWLRQVWKDWDUHWUXWKYDOXHOHVV 1RPDWWHUZKDWVSHDNHUV
SUHVXSSRVHZKHQXWWHULQJPRUDOVHQWHQFHV WKHLUMXGJPHQWVVWLOOHQGXSEHLQJJDSS\ 6LQFH
VSHDNHUVWHQGWRWKLQNWKDWWKH\VD\WKLQJVWKDWDUHWUXHRUIDOVH WKLVZRXOGEHDPLVWDNH
RQWKHLUSDUW $QGWKHPLVWDNHVPD\SLOHXS LIVSHDNHUVDUHQRWFDUHIXO $ SURSRQHQWRI
6HH6WDOQDNHU   &RPSDUH*ULFH RQWKH´PD[LPRITXDOLW\µ 6RDPHVGLVFXVVHVWKHSODXVLELOLW\RI6WDOQDNHU·VLGHDLQ6RDPHV   +HXOWLPDWHO\UHMHFWVLW

WKLVYLHZPD\KROGWKDWLIVSHDNHUVIDLOWRSUHVXSSRVHZKDWWKH\·UHVXSSRVHGWR WKHQWKH
FRQYHUVDWLRQPD\JRRIIWKHUDLOVLQVRPDQ\ZD\V
&RQVLGHU IRUH[DPSOH RQHRIWKHDERYHFDVHVRIQRQPRUDOSUHVXSSRVLWLRQ 6XSSRVH
WKDW, WHOO\RX
 7KH.LQJRI)UDQFHLVEDOG
%XW LQGRLQJVR , GRQRWSUHVXSSRVHWKDWWKHUHLVD.LQJRI)UDQFH $QG\RX HYHUWKHJRRG
FRQYHUVDWLRQDOSDUWLFLSDQW DFFRPPRGDWHP\DVVHUWLRQE\SUHVXSSRVLQJWKDWWKHUHLVRQH
/DWHURQLQWKHFRQYHUVDWLRQ \RXDVNPHZKHWKHUWKH.LQJRI)UDQFHDOVRKDVDKDUHP ,
VWLOOQRWSUHVXSSRVLQJWKDWWKHUHLVD.LQJRI)UDQFH UHSO\ ´:KDWDUH\RXWDONLQJDERXW"
7KHUHLVQR.LQJRI)UDQFHDQ\PRUH²KLVKHDGLVRQDVSLNHµ 6RPHWKLQJKDVFOHDUO\JRQH
ZURQJKHUH DQGWKHFXOSULWLVP\IDLOXUHWRSUHVXSSRVHZKDW, RXJKWWRKDYHSUHVXSSRVHG
7KHGLVFRXUVHWKHVLVPD\DOVREHLQWHUSUHWHGLQWHUPVRI6WUDZVRQLDQSUHVXSSRVLWLRQ
7KHVLV67KH6WUDZVRQLDQ'LVFRXUVH7KHVLV $ 6WUDZVRQLDQSUHVXSSRVLWLRQRIHDFKPRUDOMXGJPHQWLVWKDWWKHUHDUHREMHFWLYHYDOXHV
7KH6WUDZVRQLDQYHUVLRQRIWKHGLVFRXUVHWKHVLVSURYLGHVXVZLWKDQRWKHUSLFWXUHRIRUGLQDU\
PRUDOGLVFRXUVH
$JDLQVXSSRVHWKDW, XWWHUVHQWHQFHWR\RXDIWHUH[SODLQLQJZKDWWKHOLWWOHER\VGLG
WRWKHFDW 7KHVLV6 GRHVQRWHQWDLOWKDW, SUHVXSSRVHWKDWWKHUHDUHREMHFWLYHYDOXHVZKHQ
, XWWHUVXFKDVHQWHQFH ,WGRHVHQWDLO MRLQWO\DORQJZLWK6WDOQDNHU·VDFFRXQWRIFRQYHU
VDWLRQDOUXOHV WKDW, PXVWSUHVXSSRVHWKDWWKHUHDUHREMHFWLYHYDOXHV LI, DPWREHDJRRG
FRQYHUVDWLRQDOSDUWLFLSDQW %XWGRHVLWSODXVLEO\LPSO\WKDW, KDYHWULHGWRDVVHUWDSURSRVL
WLRQ" 3UHVXPDEO\ , KDYHXWWHUHGDVHQWHQFHWKDW, EHOLHYH H[SUHVVHVLQIRUPDWLRQDERXWWKH
ZRUOG %XWLWVHHPVWKDWWKHSURSRQHQWRI7KHVLV6 PXVWVD\WKDW HYHQLI, SUHVXSSRVHWKDW
6HH6LPRQV IRUDGLVFXVVLRQRIWKLVLGHD
6HH6WDOQDNHU  DQG/HZLV RQSUHVXSSRVLWLRQDFFRPPRGDWLRQ
6HH6WDOQDNHU  RQGHIHFWLYHFRQWH[WV

WKHUHDUHREMHFWLYHYDOXHV WKHUHLVQRLQIRUPDWLRQ VHPDQWLFDOO\GHWHUPLQHGE\WKHVHQWHQFH
, KDYHXWWHUHG WKDW, KDYHWULHGWRSDVVRQWR\RX 0\XWWHUDQFHH[SUHVVHVQRSURSRVLWLRQ
SUHVXSSRVLWLRQIDLOXUH LQWKLVVHQVH UHDOO\LVFDWDVWURSKLF
7KXV LWVHHPVWKDWWKHSURSRQHQWRIWKH6WUDZVRQLDQGLVFRXUVHWKHVLVZLOOZDQWWRDFFHSW
WKHIROORZLQJYHUVLRQRIWKHHUURUWKHVLV
7KHVLV67KH6WUDZVRQLDQ(UURU7KHVLV 6LQFHWKHUHDUHQRREMHFWLYHYDOXHV EXWD6WUDZVRQLDQSUHVXSSRVLWLRQRIPRUDOMXGJPHQWVLVWKDWWKHUHDUHHLWKHULVSHDNHUVPDNHWKHHUURURIYLRODWLQJDFRQYHUVDWLRQDOUXOHLQPDNLQJPRUDOMXGJPHQWV RULLWKHLUPRUDOMXGJPHQWVDUHQHLWKHUWUXHQRUIDOVHEHFDXVHWKH\IDLOWRH[SUHVVSURSRVLWLRQV
$FFRUGLQJWRWKHFRPELQDWLRQRI7KHVHV66WKHUHDUHQRPRUDOSURSRVLWLRQVRXWWKHUHWR
EHEHOLHYHG IHDUHG UHJUHWWHG DQWLFLSDWHG DVVHUWHG DQGVRRQ 7KLVYLHZWKHUHIRUHHQWDLOV
WKDWZKHQDVSHDNHUPDNHVDPRUDOMXGJPHQW KHFRPPLWVDQLQFUHGLEOHHUURU 1RWRQO\GRHV
DPRUDOMXGJHW\SLFDOO\IDLOWRDFWLQDFFRUGDQFHZLWKFRQYHUVDWLRQDOUXOHV QRWRQO\GRHVKH
PLVWDNHQO\WKLQNKHLVXWWHULQJDPRUDOWUXWKRUDWOHDVWVRPHWKLQJZLWKDWUXWKYDOXH +H
PDNHVWKHPLVWDNHRIWKLQNLQJKLVPRUDOVWDWHPHQWVFRPPXQLFDWHDQ\PRUDOLQIRUPDWLRQ
ZKDWHYHU
7KHPLVWDNH RIFRXUVH LVQRWLVRODWHGWRSXEOLFFRQWH[WV ZKHUHSHRSOHVHHPWREH
FRPPXQLFDWLQJZLWKHDFKRWKHUDERXWPRUDOLW\ 7DNHDQH[DPSOHIURPWKHÀUVWFKDSWHURI
WKLVZRUN ZKHUHDPDQ ZKLOHUHDGLQJDQHZVSDSHUDUWLFOHDERXWDGRJGURZQHU PXWWHUVWR
KLPVHOI
 ,W·VZURQJIRUWKHPXUGHUHUWRNLOODOOWKRVHGRJV
2QWKHYLHZHPERGLHGLQ7KHVHV66WKLVPDQQRWH[SUHVVLQJKLVEHOLHILQDSURSRVLWLRQ
H[SUHVVHGE\ +HGRHVQRWEHOLHYHWKDWWKHPXUGHUHUVKRXOGQ·WKDYHNLOOHGWKHGRJV
IRUWKHUHLVQRVXFKSURSRVLWLRQ 3UHVXPDEO\ KRZHYHU KHZRXOGEHSHUIHFWO\ZLOOLQJWR
DWWULEXWHWRKLPVHOIEHOLHILQVXFKDSURSRVLWLRQ 6RLQSULYDWHFRQWH[WV SHRSOHWKLQNWKH\
DUHGRLQJWKLQJVZKLFKLQIDFWWKH\DUHQRW DFFRUGLQJWR7KHVLV6
,QWHUHVWLQJO\ 6FKLIIHU DWWULEXWHVWKLVYLHZWR0DFNLH

 2EMHFWLRQVWRWKH)UHJHDQDQG6WUDZVRQLDQ,QWHUSUHWDWLRQV
,QWKLVVHFWLRQ , UDLVHWZRZRUULHVIRUWKH)UHJHDQDQG6WUDZVRQLDQHPERGLPHQWVRI
WKHHUURUWKHRU\ )LUVW , DUJXHWKDWERWKYLHZVKDYHDSUREOHPH[SODLQLQJZKDWLWLVZHDUH
GRLQJZKHQZHSDUWLFLSDWHLQPRUDOGLVFRXUVH ,QWXLWLYHO\ ZHSDVVLQIRUPDWLRQZLWKPRUDO
VWDWHPHQWV EXWLWLVQ·WFOHDUWKDWWKHVHYLHZVFDQDFFRPPRGDWHWKLVLQWXLWLRQ 6HFRQG ,
DUJXHWKDWWKHUHLVVRPH SULPDIDFLH UHDVRQWRUHMHFW7KHVLV6$VDUHVXOW XQOHVVVRPH
JRRGUDWLRQDOHIRUWKH6WUDZVRQLDQSRVLWLRQFDQEHIRXQG ZHVKRXOGUHMHFWLW
 $ :RUU\IRU7KHVHV) DQG6
$QLPSODXVLELOLW\LQWKH6WUDZVRQLDQYLHZLVWKDWLWLVQ·WREYLRXVO\DEOHWRH[SODLQZKDW
ZHDUHGRLQJZKHQZHSDUWLFLSDWHLQPRUDOGLVFRXUVH )LUVW,·OOH[SODLQKRZWKHSUREOHP
DULVHVIRU7KHVLV6DQGWKHQ,·OOJHQHUDOL]HLWWR7KHVLV)
$V, XQGHUVWDQGWKH6WUDZVRQLDQYLHZ LWLVFRPPLWWHGWRWKHLGHDWKDWWKHUHLVQRVXFK
WKLQJDVPRUDOEHOLHIDQGFRPPXQLFDWLRQ 6LQFHEHOLHIFDQRQO\EHEHOLHILQDSURSRVLWLRQDO
VRUWRIHQWLW\ DQGPRUDOMXGJPHQWVGRQRWH[SUHVVSURSRVLWLRQV RUGLQDU\SHRSOHKDYHQR
PRUDOEHOLHIV /LNHZLVH VLQFHFRPPXQLFDWLRQRILQIRUPDWLRQZRUNV YLD SURSRVLWLRQV LW
VHHPVWKDWRUGLQDU\SHRSOHFDQQRWFRPPXQLFDWHZKHQWKH\PDNHPRUDOMXGJPHQWV , WDNH
WKLVWRWHOODJDLQVWWKH6WUDZVRQLDQSRVLWLRQ $OORZPHWRH[SODLQ
:KHQ, XWWHUDIWHUJLYLQJ\RXDGHVFULSWLRQRIWKHDFWVRIWKHOLWWOHER\V , FRPPXQL
FDWHVRPHWKLQJWR\RX , WDNHWKLVWREHDWULYLDOIDFWDERXWWKHVLWXDWLRQ ,WLVVRPHWKLQJWKDW
FDQQRWFRKHUHQWO\EHGHQLHG ,WLVSHUIHFWO\QDWXUDOWRUHSRUWZKDW, KDYHGRQHE\XWWHULQJ
 &DVH\VDLGWKDWZKDWWKRVHOLWWOHER\VGLGZDVZURQJ
/LNHZLVH ZKHQDPDQXWWHUVWRKLPVHOIDIWHUUHDGLQJDERXWWKHGRJGURZQHU KHH[SUHVVHV
DEHOLHI 7KHQLWVHHPVWUXHWRVD\
 7KHPDQEHOLHYHVWKDWLW·VZURQJIRUWKHPXUGHUHUWRNLOODOOWKRVHGRJV
1RZ LIWKH6WUDZVRQLDQHUURUWKHVLVLVWUXH WKHQLWVHHPVWKDWQHLWKHURIWKHVHFODLPVFDQ
EHWUXH 6LQFHWKHUHLVQRSURSRVLWLRQP\XWWHUDQFHRIH[SUHVVHG FDQQRWEHWUXHLQ

YLUWXHRIPHDQLQJWKDW, EHDUWKH VDLGUHODWLRQWRDFHUWDLQQDPHGSURSRVLWLRQ /LNHZLVH
VLQFHH[SUHVVHVQRSURSRVLWLRQLQWKHPDQ·VPRXWK FDQQRWWUXO\VD\RIKLPWKDWKH
EHDUVWKH EHOLHYHGUHODWLRQWRVXFKDSURSRVLWLRQ 7KLVLVXQDFFHSWDEOH LWLVKHUHWKDW, GLJ
LQP\KHHOV , WDNHLWDVDGDWXPWKDWZHPD\WUXO\XWWHURULQRUGHUWRUHSRUWZKDW
KDVKDSSHQHGLQWKHVHVLWXDWLRQV 8QOHVVWKHUHLVDQDOWHUQDWLYHH[SODQDWLRQDYDLODEOHWRWKH
6WUDZVRQLDQYLHZ LWKDVPHWLWVHQG
, EHOLHYHWKH6WUDZVRQLDQPD\JLYHDQDOWHUQDWLYHH[SODQWLRQ KHPXVWDGRSWDGLIIHUHQW
YLHZDERXWPRUDOEHOLHIDQGFRPPXQLFDWLRQ $FFRUGLQJWRWKLVUHYLVHGYLHZ URXJKO\ WKH
LQIRUPDWLRQUHSRUWHGDERXWLQDQGFRPHDSDUWIURPZKDWLVVHPDQWLFDOO\H[SUHVVHG
E\WKHLUVHQWHQWLDOFRPSOHPHQWV , WKLQNWKH)UHJHDQYLHZPXVWDGRSWDVLPLODUH[SODQDWLRQ
RIPRUDOEHOLHIDQGFRPPXQLFDWLRQ
$FFRUGLQJWRWKH)UHJHDQHUURUWKHVLV RXUPRUDOMXGJPHQWVQHYHUDFWXDOO\VXFFHHGLQ
VHFXULQJDWUXWKYDOXH 7KH\DUHXQLIRUPO\ODFNLQJLQWUXWKDQGLQIDOVLW\EHFDXVHWKH\UH
TXLUHWKHH[LVWHQFHRIVRPHWKLQJWKDWLQIDFWGRHVQRWH[LVW $VDPDWWHURIIDFW DUJXPHQWV
DJDLQVWWKHH[LVWHQFHRIREMHFWLYHYDOXHVWHQGWREHPHWDSK\VLFDODUJXPHQWV 3URSHUO\XQ
GHUVWRRG WKH\VKRXOG\LHOGWKHUHVXOWWKDW DVDPDWWHURIQHFHVVLW\ WKHUHDUHQRREMHFWLYH
YDOXHV 7KXV LWVHHPVWKDWDQ\SURSRQHQWRI7KHVLV) EHOLHYHVWKDWWKHSURSRVLWLRQWKDW
WKHUHDUHREMHFWLYHYDOXHVLVDQLPSRVVLEOHSURSRVLWLRQ 7KLVVXSSRVLWLRQ ZKHQFRPELQHG
ZLWK7KHVLV)KDVDQLQWHUHVWLQJUHVXOW
2QWKH6WDOQDNHULDQDSSDUDWXVWKDW, KDYHEHHQXVLQJGXULQJP\GLVFXVVLRQRISUHVXS
SRVLWLRQ SURSRVLWLRQVUHGXFHWRVHWVRISRVVLEOHZRUOGV RU HTXLYDOHQWO\ IXQFWLRQVIURP
SRVVLEOHZRUOGVLQWRWUXWKYDOXHV ,IZHFRQWLQXHWRXVHWKHDSSDUDWXVRISRVVLEOHZRUOGV
VHPDQWLFV WKHQZHKDYHDQHDV\ZD\RIUHSUHVHQWLQJSURSRVLWLRQVZLWK)UHJHDQSUHVXSSR
VLWLRQV ,IDSURSRVLWLRQ 4SUHVXSSRVHV 3WKHQWKHIXQFWLRQIURPZRUOGVWRWUXWKYDOXHV
WKDW 4 UHGXFHVWRLVXQGHÀQHGRQZRUOGVZKHUH 3 LVIDOVH ,QWXLWLYHO\ ZHPD\WKLQNRI 4
DVEHLQJDORQJOLVWFRQVLVWLQJLQWZRFROXPQV RQWKHOHIW DFROXPQZLWKQDPHVIRUZRUOGV
DQGRQWKHULJKW DFROXPQZLWKQDPHVIRUWUXWKYDOXHV ,IDJLYHQSRVVLEOHZRUOGLVRQH

ZKHUH 3 LVWUXH WKHQWKHFROXPQRQWKHOHIWKDVDQHQWU\IRUWKDWZRUOG ZKLFKFRUUHVSRQGV
WRDQHQWU\LQWKHULJKWFROXPQZLWKHLWKHU¶7UXH·RU¶)DOVH·ZKLFKHYHUYDOXH 4 KDVDWWKH
ZRUOG ,IDJLYHQSRVVLEOHZRUOGLVRQHZKHUH 3 LVIDOVH WKHQWKHOLVWIRU 4 FRQWDLQVQR
HQWU\LQWKHOHIWFROXPQIRUWKDWZRUOG DQGWKXVQRFRUUHVSRQGLQJHQWU\LQWKHULJKWFROXPQ
:KDWKDSSHQVZKHQDSURSRVLWLRQKDV DVD)UHJHDQSUHVXSSRVLWLRQ DQHFHVVDU\IDOVH
KRRG" 7KHSDUWLDOIXQFWLRQWRZKLFKDPRUDOSURSRVLWLRQUHGXFHVZLOOEHXQGHÀQHGIRUDOO
ZRUOGV VLQFHLWV)UHJHDQSUHVXSSRVLWLRQLVIDOVHDWDOOZRUOGV 7KHOLVWWKDWLQWXLWLYHO\UHS
UHVHQWVWKHSDUWLDOIXQFWLRQZLOOEHHQWLUHO\GHYRLGRIHQWULHV VLQFHWKHSDUWLDOIXQFWLRQZLOO
EHXQGHÀQHGIRUDOOZRUOGV
$VDUHVXOW LWVHHPVWRPHWKDWLQLPSRUWDQWUHVSHFWV WKH)UHJHDQHUURUWKHVLVPRUHRU
OHVVFROODSVHVLQWRWKH6WUDZVRQLDQHUURUWKHVLV 7KHUHLVOLWWOHGLIIHUHQFHEHWZHHQVD\LQJWKDW
SHRSOHEHOLHYHPRUDOSURSRVLWLRQVWKDWFDQ·WDFFXUDWHO\GHVFULEHRUPLVGHVFULEHWKHZRUOG
DQGVD\LQJWKDWSHRSOHGRQ·WLQIDFWEHOLHYHPRUDOSURSRVLWLRQVEHFDXVHWKHUHDUHQRQH
6LPLODUO\ WKHUHLVOLWWOHGLIIHUHQFHEHWZHHQWKHFODLPWKDWSHRSOHFRPPXQLFDWHSURSRVLWLRQV
ZLWKQRLQIRUPDWLRQDOFRQWHQW DQGWKHFODLPWKDWSHRSOHGRQRWFRPPXQLFDWHDWDOO
1RZ , KDYHH[SUHVVHGP\EHOLHIWKDWWKLVZRUU\DERXWPRUDOFRPPXQLFDWLRQDQGEHOLHI
FDQEHPHWDWOHDVWWRDFHUWDLQH[WHQW $ IRXQGDWLRQDOWKRXJKWWKDWFDQEHXVHGWRUHSO\WR
WKLVREMHFWLRQLVWKHFRPPRQLGHDWKDWWKHVHPDQWLFFRQWHQWVRIVHQWHQFHVFDQFRPHDSDUW
IURPWKHLUDVVHUWHGRUEHOLHYHGFRQWHQWV 7KHSURSRQHQWRIWKH6WUDZVRQLDQYLHZFDQQRW
FODLPWKDWPRUDOVSHDNHUVDQGWKLQNHUVDVVHUWRUEHOLHYHPRUDOSURSRVLWLRQV ,I KRZHYHU
ZKHQVRPHRQHDVVHUWLYHO\XWWHUVDPRUDOVHQWHQFH WKHUHLVVRPHV\VWHPDWLFDQGQDWXUDOZD\
RIDVVRFLDWLQJDSURSRVLWLRQZLWKWKHDVVHUWLRQ WKHQZHPD\FRQVLGHUWKDWSURSRVLWLRQWREH
ZKDWLVDVVHUWHG ,IWKLVVWUDWHJ\FDQDFFRXQWIRUDVVHUWLRQ WKHQLWFDQDOVRSODXVLEO\ZRUN
2IFRXUVH WKLVLVMXVWDQDUWLIDFWRIP\FKRLFHWRUHSUHVHQWWKHVHSDUWLDOO\GHÀQHGSURSRVLWLRQVLQWKLVZD\:HFRXOGDGRSWDZD\RILQFOXGLQJHQWULHVIRU´XQGHÀQHGµZRUOGV E\OHWWLQJWKHUHEHDWKLUGWUXWKYDOXH¶,·IRU¶LQGHWHUPLQDWH· ,IZHZHQWWKLVZD\ WKHUKHWRULFWKDW, XVHZRXOGEHORVW EXWWKHSKLORVRSKLFDOSRLQWZRXOGUHPDLQ
6HH HJ 6WDOQDNHU   DQG FRPSDUH6RDPHV 

IRUEHOLHI 7KHUHVXOWZRXOGEHDQH[SODQDWLRQRIZKDWLVFRPPXQLFDWHGRUEHOLHYHGZKHQ
VRPHRQHPDNHVDPRUDOMXGJPHQW
$V, VHHLW PDQ\RIWKHWUDGLWLRQDOQRQFRJQLWLYLVWYLHZVLQWKHUHFHQWKLVWRU\RIPHWD
HWKLFVVKRXOGEHXQGHUVWRRGDVUHDFWLQJWRWKHSUREOHPRIPRUDOFRPPXQLFDWLRQLQWKLVZD\
(PRWLYLVWV SUHVFULSWLYLVWV DQGH[SUHVVLYLVWVVKRXOGEHVHHQDVVXSSO\LQJDQDFFRXQWRIZKDW
ZHDVVHUWZLWKRXUPRUDOXWWHUDQFHV VLQFHW\SLFDOSURSRQHQWVRIWKHVHYLHZVGRQRWWKLQN
PRUDOVWDWHPHQWVVHPDQWLFDOO\H[SUHVVSURSRVLWLRQV
 $JDLQVW7KHVHV66
,QWKHHQG , EHOLHYHLWZRXOGWDNHXVWRRIDUDÀHOGWRDVVHVVWKHSODXVLELOLW\RIWKRVH
WUDGLWLRQDOYHUVLRQVRIQRQFRJQLWLYLVP (DFKYLHZPXVWEHWHVWHGDJDLQVWYDULRXVHPSLULFDO
GDWD DQGWKHLUUHVSRQVHVWRWKHQRWRULRXV)UHJH*HDFKSUREOHPPXVWEHH[DPLQHG 7KLVLV
VRPHWKLQJ, DPQRWSUHSDUHGWRGRLQWKLVZRUN ,QVWHDG ,·OODUJXHGLUHFWO\DJDLQVWWKH
6WUDZVRQLDQDFFRXQW ,·OOQRWDUJXHDJDLQVWWKH)UHJHDQDFFRXQWIXUWKHULQWKLVVHFWLRQ
,QZKDWIROORZV LWZLOOEHXVHIXOWRDGRSWVRPHQHZWHUPLQRORJ\ ,·OOFDOO6WUDZVRQLDQ
SUHVXSSRVLWLRQ¶H[SUHVVLYHSUHVXSSRVLWLRQ· DQG,·OOFDOO)UHJHDQSUHVXSSRVLWLRQ¶ORJLFDO
SUHVXSSRVLWLRQ· 7KLVLVQHZFRQYHQWLRQKHOSVWRHPSKDVL]HWKHGLVWLQFWLRQEHWZHHQWKH
WZRNLQGVRISUHVXSSRVLWLRQ $QH[SUHVVLYHSUHVXSSRVLWLRQRIDVHQWHQFHLVDUHTXLUHPHQW
IRUWKHVHQWHQFHWR H[SUHVV DSURSRVLWLRQ $ ORJLFDOSUHVXSSRVLWLRQLVD ORJLFDO UHTXLUHPHQW
LQRUGHUIRUWKHSURSRVLWLRQDVHQWHQFHH[SUHVVHVWRKDYHDWUXWKYDOXH
0\ZRUU\IRUWKH6WUDZVRQLDQYLHZFDQEHURXJKO\H[SUHVVHGE\DTXHVWLRQ LQYLUWXHRI
ZKDWOLQJXLVWLFIHDWXUHVRIPRUDOMXGJPHQWVGRWKH\H[SUHVVLYHO\SUHVXSSRVHWKHH[LVWHQFH
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7KHUHLVDKXJHOLWHUDWXUHRQWKHVHLVVXHV 6HH6FKURHGHU DQGIRUVRSKLVWLFDWHGLQWURGXFWLRQV
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RIREMHFWLYHYDOXHV" *HQHUDOO\ VHQWHQFHVWKDWSODXVLEO\VXIIHUIURPH[SUHVVLYHSUHVXSSRVL
WLRQIDLOXUHDUHRQHVZKRVHSDUWV IDLOWRGHWHUPLQHPHDQLQJV ,WLVRQO\ZLWKWKHVHFDVHVGR
ZHKDYHDQ\H[SODQDWLRQIRUZK\WKHVHQWHQFHVPLJKWIDLOWRH[SUHVVSURSRVLWLRQV %XWZKDW
SDUWVRIPRUDOVWDWHPHQWVIDLOWRGHWHUPLQHPHDQLQJV" :HZLOOVHHWKDWWKHUHLVQRSODXVLEOH
DQVZHUDYDLODEOHWRWKHSURSRQHQWRI7KHVHV66
7KHH[SUHVVLYHSUHVXSSRVLWLRQVRIDVHQWHQFHDUH E\GHÀQLWLRQ ZKDWPXVWEHWKHFDVH
LQRUGHUIRUWKHVHQWHQFHWRH[SUHVVDSURSRVLWLRQ ,WLVHDV\WROLVWRIIDFRXSOHRIWKHVH
UHTXLUHPHQWV )LUVW LWVHHPVWKDWDOOUHOHYDQWSDUWVRIWKHVHQWHQFHPXVWPHDQVRPHWKLQJ
LI¶)LGR·RU¶LVDGRJ·JRXQLQWHUSUHWHGLQDFRQWH[W WKHQIDLOVWRH[SUHVVDSURSRVLWLRQ
 )LGRLVDGRJ
7KHUHDUHURXJKO\WZRZD\VIRUWRVXIIHUIURPSUHVXSSRVLWLRQIDLOXUHLQWKLVZD\ ,W
PLJKWEHWKDWLVXWWHUHGE\VRPHRQHZKRVHODQJXDJHGRHVQ·WLQWHUSUHW¶LVDGRJ· 7KXV
LID5XVVLDQXWWHUHG LWSUHVXPDEO\ZRXOGQ·WH[SUHVVDSURSRVLWLRQ VLQFH5XVVLDQVW\S
LFDOO\GRQ·WVSHDN(QJOLVK $OWHUQDWLYHO\ PD\JRXQLQWHUSUHWHGLQDFRQWH[WVLPSO\
EHFDXVHWKHVSHDNHUGRHVQ·WXVH¶)LGR·WRUHIHUWRDQ\WKLQJLQSDUWLFXODU ,QGHHG VLQFHWKHUH
LVQRWKLQJWKDW¶)LGR·UHIHUVWRLQP\SUHVHQWFRQWH[W LWVHHPVWKDWVXIIHUVIURPH[SUHV
VLYHSUHVXSSRVLWLRQIDLOXUHULJKWQRZ , FHUWDLQO\GRQ·WNQRZZKDWSURSRVLWLRQZRXOG
H[SUHVV ZKHQXWWHUHGE\PHULJKWQRZ , NQRZRIQRGRJVQDPHG¶)LGR· , GRQ·WLQWHQG
¶)LGR·WRUHIHUWRDQ\WKLQJRQP\GHVN DQG, GLGQ·WSLFNXSWKHQDPHIURPDQ\RQHZKRZDV
XVLQJ¶)LGR·WRUHIHUWRVRPHSDUWLFXODUGRJ
$QRWKHUVRUWRIUHTXLUHPHQWLVWKDWWKHVHQWHQFHEHZHOOIRUPHG ,WPXVWUHDOO\EHD
VHQWHQFHRIWKHVDOLHQWODQJXDJH 7KXV GRHVQ·W SURSHUO\VSHDNLQJ H[SUHVVDSURSRVLWLRQ
LQP\FRQWH[W HYHQRQWKHVXSSRVLWLRQWKDW¶)LGR·UHIHUVWRVRPHSDUWLFXODUWKLQJ
 $ GRJ )LGRLV
$OWKRXJKZHPD\EHDEOHWRDVVRFLDWHDPHDQLQJZLWKDOOWKHUHOHYDQWSDUWVRI LWZRXOG
EHDELWIRUFHGWRVD\WKDWH[SUHVVHVDSURSRVLWLRQ VLQFHLWLVJUDPPDWLFDOO\LOOIRUPHG

5DWKHU LWVHHPVPRUHQDWXUDOWRVD\WKDWLVDFRQIXVHGDWWHPSWWRH[SUHVVDSURSRVLWLRQ
WKDWPLJKW LQVWHDG EHH[SUHVVHGE\ 6RPHRQHZKRXWWHUVLVQ·WUHDOO\VSHDNLQJ
(QJOLVKDWDOO
1RZ EDFNWRWKHTXHVWLRQRIZK\VRPHRQHPLJKWWKLQNDPRUDOMXGJPHQWOLNHH[
SUHVVLYHO\SUHVXSSRVHVWKDWWKHUHDUHREMHFWLYHYDOXHV
 :KDWWKRVHOLWWOHER\VGLGZDVZURQJ
7KHUHVHHPWREHWZRRSWLRQV ÀUVW WKDWWKHH[LVWHQFHRIREMHFWLYHYDOXHVLVDPRQJWKH
UHTXLUHPHQWVWKDWPXVWEHPHWLQRUGHUIRUVRPHUHOHYDQWSDUWRIWRKDYHPHDQLQJ DQG
VHFRQG WKDWWKHUHPXVWEHREMHFWLYHYDOXHVLQRUGHUIRUWREHJUDPPDWLFDO , KHUHE\UXOH
RXWWKHVHFRQGRSWLRQZLWKRXWDQ\DUJXPHQW 6HQWHQFHLVFOHDUO\JUDPPDWLFDOO\ZHOO
IRUPHG UHJDUGOHVVRIWKHH[LVWHQFHRIREMHFWLYHYDOXHV ,·OOFRQFHQWUDWHRQWKHTXHVWLRQRI
ZK\WKHUHPXVWEHREMHFWLYHYDOXHVLQRUGHUIRUWRJRIXOO\LQWHUSUHWHGLQDFRQWH[W
6LQFHLVDEDVLFVXEMHFWSUHGLFDWHVHQWHQFH WKHUHDUHWZRUHOHYDQWSDUWVRILWWKDW
PXVWKDYHPHDQLQJLQRUGHUIRULWWRH[SUHVVDSURSRVLWLRQ ¶:KDWWKRVHOLWWOHER\VGLG·PXVW
PHDQVRPHWKLQJ DQG¶ZDVZURQJ·PXVWPHDQVRPHWKLQJ 7KXV DEUHSUHVHQWH[SUHVVLYH
SUHVXSSRVLWLRQVRI
D ¶:KDWWKRVHOLWWOHER\VGLG·PHDQVVRPHWKLQJLQWKHFRQWH[WE ¶ZDVZURQJ·PHDQVVRPHWKLQJLQWKHFRQWH[W
,WLVKHUHWKDWZHDUULYHDWDSUREOHPIRUWKHSURSRQHQWRI7KHVLV6:KHUHGRHVWKHH[LVWHQFH
RIREMHFWLYHYDOXHVÀWLQWRWKHOLVWRIH[SUHVVLYHSUHVXSSRVLWLRQVRI" , FDQRQO\WKLQNRI
RQHURXJKVWDEDWDSRVVLEOHH[SODQDWRU\DQVZHUWRWKLVTXHVWLRQ WKHSURSRQHQWRI7KHVLV
6 PXVWFODLPWKDW LQRUGHUIRUEWRREWDLQ WKHUHPXVWEHREMHFWLYHYDOXHSURSHUWLHV ,I
WKLVLVFRUUHFW WKHQZLOOQRWH[SUHVVDSURSRVLWLRQXQOHVVWKHUHDUHREMHFWLYHYDOXHV
7KLVLVQRWDSODXVLEOHYLHZ 7KHUHLVJRRGUHDVRQWRWKLQN¶ZDVZURQJ·PHDQVVRPH
WKLQJLUUHVSHFWLYHRIZKHWKHUWKHUHDUHREMHFWLYHYDOXHSURSHUWLHV :HPD\DEVWUDFWDZD\
IURPWKHTXHVWLRQZKHWKHUWKHUHDUHREMHFWLYHYDOXHV DQGWKHQDVNZKHWKHU¶ZDVZURQJ·

KDVPHDQLQJ ,I XQGHUWKLVLGHDOL]DWLRQ WKHUHLVVRPHUHDVRQWRWKLQN¶ZDVZURQJ·LVPHDQ
LQJIXO WKHQWKHUHLVUHDVRQWRWKLQNWKHH[LVWHQFHRIREMHFWLYHYDOXHVLVRUWKRJRQDOWRWKH
TXHVWLRQZKHWKHURXUPRUDOSUHGLFDWHVKDYHPHDQLQJ
6R ZKDWLQGHSHQGHQWUHDVRQLVWKHUHWRWKLQNELVWUXH" ,WLVXQFRQWURYHUVLDOWKDW
LQJHQHUDO RXURUGLQDU\UHSRUWVDERXWEHOLHIDQGDVVHUWLRQSURYLGHHYLGHQFHIRUZKHWKHUD
SUHGLFDWHLVPHDQLQJIXO ,IZHRUGLQDULO\UHSRUWSHRSOHDVKDYLQJEHOLHIVWKDWLQYROYHDSUHG
LFDWH WKHQWKHUHLVUHDVRQWRWKLQNWKHSUHGLFDWHLVPHDQLQJIXO /LNHZLVH LIZHRUGLQDULO\
UHSRUWSHRSOHDVPDNLQJDVVHUWLRQVWKDWLQYROYHDSUHGLFDWH WKHQWKHUHLVUHDVRQWRWKLQNWKH
SUHGLFDWHLVPHDQLQJIXO 7KLVLGHDLVQRWXQFRPPRQ )RUH[DPSOH 6WHSKHQ6FKLIIHUZULWHV
$ VHQWHQFHKDVFRJQLWLYHPHDQLQJ , SURSRVH LILWFDQEHXVHGWRDVVHUWVRPHWKLQJWKDWFDQEH EHOLHYHG LQWKHVWULFWHVW PRVWOLWHUDOVHQVHRIWKHYHUE¶WREHOLHYH· %HOLHILVWKHEDFNERQHRIFRJQLWLYHPHDQLQJ  
6LQFHZHPD\WDNHRXUUHSRUWVDERXWPRUDOEHOLHIDQGDVVHUWLRQDVHYLGHQFHWKDWPRUDO
VHQWHQFHVDUHPHDQLQJIXO DQGPRUDOVHQWHQFHVDUHPHDQLQJIXORQO\LIWKHLUSDUWVDUH ZH
WKHUHIRUHKDYHUHDVRQWREHOLHYHWKDWEREWDLQVLQP\XWWHUDQFHRI ,QJHQHUDO ZHKDYH
GHIHDVLEOHHYLGHQFHWKDWPRUDOVHQWHQFHVH[SUHVVSURSRVLWLRQV LUUHVSHFWLYHRIZKHWKHUWKHUH
DUHREMHFWLYHYDOXHV
2IFRXUVH , GRQRWZDQWWREHJWKHTXHVWLRQDJDLQVWWKHSURSRQHQWRI7KHVHV66
$ SURSRQHQWRIWKLVYLHZPLJKWDWWHPSWWRH[SODLQWKLVHYLGHQFHDZD\ YLD KLVDOWHUQDWLYH
DFFRXQWRIWKHVHUHSRUWVRIPRUDOEHOLHIDQGDVVHUWLRQ 0\JRDOKHUH KRZHYHU LVWRDUJXH
WKDWZKHWKHUPRUDOSUHGLFDWHVDUHPHDQLQJIXOLVLQGHSHQGHQWRIWKHPHWDSK\VLFDOTXHVWLRQ
ZKHWKHUWKHUHDUHREMHFWLYHYDOXHSURSHUWLHV , KDYHSURYLGHGRQHUHDVRQWREHOLHYHWKDW
WKHVHTXHVWLRQVDUHLQGHSHQGHQWRIRQHDQRWKHU DQG, FDQWKLQNRIQRJRRGUHDVRQWREHOLHYH
RWKHUZLVH
,QWKHQH[WFKDSWHU , SURYLGHWKHPDWHULDOVIRUDQRWKHUDUJXPHQWWRWKHHIIHFWWKDWWKHVHTXHVWLRQVDUHLQGHSHQGHQW , DUJXHWKDWWKHUHDUHFRQFHSWLRQVRISURSHUWLHVDV´PHDQLQJVµDQGFRQFHSWLRQVRISURSHUWLHVDVPRUH´IXQGDPHQWDOµFRQVWLWXHQWVRIWKHZRUOG , DOVRDUJXHWKDWREMHFWLYHYDOXHSURSHUWLHVDUHVXSSRVHGWREHWKHODWWHUNLQGRISURSHUW\ %XWVLQFHWKHTXHVWLRQRIWKHH[LVWHQFHRI´PHDQLQJVµLVLQGHSHQGHQWRITXHVWLRQVDERXW´IXQGDPHQWDOµSURSHUWLHV WKHUHLVYHU\JRRGUHDVRQWRWKLQNPRUDOSUHGLFDWHVKDYHPHDQLQJHYHQLIWKHUHDUHQRREMHFWLYHYDOXHV 6HHWKHQH[WFKDSWHUIRUGHWDLOV

$ SURSRQHQWRI7KHVHV66 PD\EHXQVDWLVÀHGZLWKP\DUJXPHQWVWKXVIDU 5HFDOO
WKDW, KDYHVXSSRVHGWKDWWKHRQO\SODXVLEOHFDVHVRIH[SUHVVLYHSUHVXSSRVLWLRQIDLOXUHDUH
VHQWHQFHVZLWKSDUWVWKDW IDLOWRGHWHUPLQHPHDQLQJV ,WLVKHUHWKDWWKHHUURUWKHRULVWPD\
EDON ,QVWHDG KHPD\FODLP RWKHUSODXVLEOHFDVHVRIH[SUHVVLYHSUHVXSSRVLWLRQIDLOXUHDUH
VHQWHQFHVZKRVHSDUWV IDLOWRGHWHUPLQHUHIHUHQFH 7KHWKHRULVWZKRGLVWLQJXLVKHVPHDQLQJ
IURPUHIHUHQFHZLOOEHDEOHWRPDNHWKLVPRYH 7KXV 7KHVLV6 PD\VWLOOEHSODXVLEOH VR
ORQJDVPRUDOMXGJPHQWVFDQEHVDLGWRVXIIHUIURPUHIHUHQFHIDLOXUH
7KHSURSRQHQWRIWKLVUHSO\RQEHKDOIRI7KHVLV6WKHQ ZLOODFFHSWWKDWFGDUHIXUWKHU
H[SUHVVLYHSUHVXSSRVLWLRQVRI
F ¶:KDWWKRVHOLWWOHER\VGLG·UHIHUVWRVRPHWKLQJLQWKHFRQWH[WG ¶ZDVZURQJ·UHIHUVWRVRPHWKLQJLQWKHFRQWH[W
1RZ WKHSURSRQHQWRI7KHVLV6 PD\JRRQWRFODLPWKDW LQRUGHUIRUWRH[SUHVVD
SURSRVLWLRQ HDFKRIDGPXVWREWDLQ /HWXVVXSSRVHWKDWQRQHRIDFFDQSODXVLEO\EH
WDNHQWREHWKDWLQYLUWXHRIZKLFKVXIIHUVIURPSUHVXSSRVLWLRQIDLOXUH ,QVWHDG LWVHHPV
WKDWGPXVWEHWKHFXOSULW 7KHSUREOHP IRUWKLVYLHZ LVWRPDNHH[SOLFLWZKDWLWPHDQV
IRUDSUHGLFDWHH[SUHVVLRQWR´IDLOWRUHIHUµ 7KHUHDUHDFRXSOHRISRVVLEOHZD\VRIÁHVKLQJ
RXWWKLVLGHD DQGQHLWKHURIWKHP DVIDUDV, FDQWHOO UHVXOWVLQDSODXVLEOHYLHZ
)LUVW RQHPLJKWWDNHSUHGLFDWHUHIHUHQFHWRFRQVLVWLQWKHH[LVWHQFHRIDQRQHPSW\
H[WHQVLRQDWWKHDFWXDOZRUOG 2QWKLVYLHZ DSUHGLFDWHVHFXUHVUHIHUHQFHLIDQGRQO\LI
WKHUHDUHVRPHDFWXDOWKLQJVWRZKLFKWKHSUHGLFDWHDSSOLHV 8QIRUWXQDWHO\ WKLVYLHZUHVXOWV
LQDEVXUGVHPDQWLFFRQVHTXHQFHV VLQFHLWLVFRPPLWWHGWRWKHIROORZLQJFODLP
ρ $Q\VHQWHQFHZLWKDSUHGLFDWHWKDWDSSOLHVWRQRWKLQJDFWXDOH[SUHVVHVQRSURSRVLWLRQ
7KHSURSRQHQWRI7KHVLV6LIKHWDNHVWKLVURXWH PXVWFODLPWKDWIDLOVWRH[SUHVVD
SURSRVLWLRQ
 (PLO\LVDZLWFK

, WDNHWKLV LQLWVHOI WREHD UHGXFWLR RIWKHYLHZ 2IFRXUVH WKLVLVQRWWKHRQO\LPSODXVLEOH
FRQVHTXHQFHRIWKHYLHZ $Q\SUHGLFDWHWKDWGRHVQ·WDFWXDOO\DSSO\WRDQ\WKLQJZLOORFFXU
LQPDQ\VHQWHQFHVZKLFKPDQLIHVWO\GRH[SUHVVSURSRVLWLRQV EXWρLPSOLHVWKDWWKH\GR
QRW 7KHFRXQWHUH[DPSOHVWRρTXLFNO\PXOWLSO\
6HFRQG RQHPLJKWWDNHSUHGLFDWHUHIHUHQFHWRFRQVLVWLQWKHH[LVWHQFHRIDQRQHPSW\
H[WHQVLRQLQVRPHSRVVLEOHZRUOG 2QWKLVYLHZ DSUHGLFDWHVHFXUHVUHIHUHQFHLIDQGRQO\LI
WKHUHDUHVRPHSRVVLEOHWKLQJVWRZKLFKWKHSUHGLFDWHDSSOLHV $V, VHHLW WKLVYLHZLVMXVW
DVLPSODXVLEOHDVWKHSUHFHGLQJRQH EHFDXVHLWLVFRPPLWWHGWRDVOLJKWPRGLÀFDWLRQRIρ
ρ′ $Q\VHQWHQFHZLWKDSUHGLFDWHWKDWDSSOLHVWRQRWKLQJSRVVLEOHH[SUHVVHVQRSURSRVLWLRQ
,IKHDFFHSWVWKLVYLHZ WKHQWKHSURSRQHQWRI7KHVLV6 PXVWFODLPWKDWIDLOVWRH[SUHVV
DSURSRVLWLRQ
 &DVH\LVDURXQGVTXDUH
7KLV DJDLQ DPRXQWVWRD UHGXFWLR $OWKRXJKFRXOGQ·WSRVVLEO\EHWUXH VLQFHWKHUH
FRXOGEHQRURXQGVTXDUHV LWFOHDUO\H[SUHVVHVDSURSRVLWLRQ FRQWUDU\WRZKDWρ′LPSOLHV
7KLVFRPSOHWHVP\TXLFNVXUYH\RIKRZDSURSRQHQWRI7KHVLV66 PLJKWPDNHJRRGRQ
KLVFODLPWKDWPRUDOMXGJPHQWVVXIIHUIURPH[SUHVVLYHSUHVXSSRVLWLRQIDLOXUH , FRQFOXGH
WKDWWKHSURSRQHQWRI7KHVHV66 FDQQRWVDYHKLVYLHZE\WDNLQJWKLVURXWH ,IWKHUHLV
DQRWKHUDOWHUQDWLYHDYDLODEOH ZKLFKGRHVQ·WIDLOIRUUHDVRQVVLPLODUWRWKHDERYH WKHQ, DP
XQDZDUHRILW
-R\FHVXJJHVWVDWWKLVYLHZLQ  +HUHPDLQVHQWLUHO\DJQRVWLF KRZHYHU DERXWKRZWRFRQFHLYHRIUHIHUHQFHIRUSUHGLFDWHV +HVD\VWKDWLWLVD¶WDVNIRUPHWDSK\VLFLDQV· FI D VHFWLRQ
2QHPLJKWWDNHSUHGLFDWHUHIHUHQFHWRFRQVLVWLQWKHH[LVWHQFHRIDQRQHPSW\H[WHQVLRQLQVRPHSRVVLEOHRU LPSRVVLEOH ZRUOG 2QWKLVYLHZ DSUHGLFDWHVHFXUHVUHIHUHQFHMXVWLIWKHUHDUHVRPHSRVVLEOHRULPSRVVLEOHWKLQJVWRZKLFKWKHSUHGLFDWHDSSOLHV %DUULQJWKHSUREOHPRIKRZWRXQGHUVWDQGWKHQRWLRQRIDQLPSRVVLEOHZRUOG WKLVYLHZ LWVHHPVWRPH LVQREHWWHUWKDQWKHRWKHUV ,WZRXOGUXOHRXWPDQ\SHUIHFWO\PHDQLQJIXOSURSRVLWLRQH[SUHVVLQJVHQWHQFHVDVIDLOLQJWRH[SUHVVSURSRVLWLRQV ,QDGGLWLRQ LIZHZHUHDEOHWRSURYLGHDFRQFLVHFRQFHSWLRQRIWKHQRWLRQRILPSRVVLEOHZRUOG LWZRXOGDOVREHXQFOHDUZK\PRUDOSUHGLFDWHVFRXOGQRWDSSO\WRWKLQJVLQLPSRVVLEOHZRUOGV

 'LVFRXUVH3UHVXSSRVLWLRQVDQG(QWDLOPHQW
,QWKHSUHFHGLQJVHFWLRQV , KDYHDUJXHGWKDWQHLWKHUWKHSUDJPDWLFUHQGHULQJRIWKH
GLVFRXUVHWKHVLV QRUDQH[SUHVVLYHUHQGHULQJRIWKHWKHVLV FDQ\LHOGDSODXVLEOHHUURUWKHRU\
, KDYHQRWDUJXHGDJDLQVWWKH)UHJHDQLQWHUSUHWDWLRQRIWKHGLVFRXUVHWKHVLV DFFRUGLQJWR
ZKLFKRXUPRUDOMXGJPHQWVORJLFDOO\SUHVXSSRVHWKHH[LVWHQFHRIREMHFWLYHYDOXHV , VHW
WKDWYLHZDVLGHXQWLOWKHHQGRIWKHSUHVHQWFKDSWHU
,QWKLVVHFWLRQ , H[SOLFDWHDÀQDOUHQGLWLRQRIWKHGLVFRXUVHWKHVLVDQGDÀQDOYHUVLRQ
RIWKHHUURUWKHVLV $FFRUGLQJWRWKLVQHZHUURUWKHRU\ RXUPRUDOMXGJPHQWVDQDO\WLFDOO\
HQWDLOWKDWWKHUHDUHREMHFWLYHYDOXHV 1HDUWKHHQGRIWKHVHFWLRQ , VXJJHVWDWDSUHOLPLQDU\
ZRUU\IRUWKHUHVXOWLQJYLHZ ZKLFKDSSOLHVHTXDOO\ZHOOWR7KHVHV))7KHZRUU\UDLVHV
LPSRUWDQWPHWDSK\VLFDOLVVXHV ZKLFKOHDGVXVLQWRWKHWKLUGFKDSWHURIWKLVZRUN ZKHUH,
GLVFXVVKRZWRXQGHUVWDQGWKHPHWDSK\VLFDOFRPSRQHQWRIWKHVHHUURUWKHRULHV
 $QDO\WLF(QWDLOPHQWDQG1RQ1HJRWLDELOLW\
, VXSSRVHWKDW LQRUGHUIRUVRPHRQHWREHDEDFKHORU KHKDVWREHDQDGXOWPDOH /LNH
ZLVH DSHUVRQFDQQRWOLWHUDOO\EHDEDFKHORUXQOHVVKHLVXQPDUULHG , WDNHWKHVHFRQVWUDLQWV
RQEDFKHORUKRRGWREHDEVROXWHO\QHFHVVDU\ 7KHUHLVQRJHQXLQH LQWHUHVWLQJVHQVHRI¶SRV
VLEOH·RQZKLFKLWZRXOGEHWUXHWRVD\WKDWLW·VSRVVLEOHIRUWKHUHWREHDEDFKHORUWKDWLV
QRWDQDGXOW QRWPDOH RUQRWXQPDUULHG 2IFRXUVH DVHQWHQFHRIWKHIRUPRILVQ·WD
ORJLFDOFRQWUDGLFWLRQ VRZKDWH[SODQDWLRQFRXOGZHKDYHIRUWKLVQHFHVVLW\"
 [ LVDEDFKHORUEXW [ LVQRWDQXQPDUULHGDGXOWPDOH
$ VWDQGDUGDQVZHUWRWKLVTXHVWLRQLVWKDWVRPHWKLQJDERXWZKDWZHPHDQE\¶EDFKHORU·
PDNHVLPSRVVLEOHWRVDWLVI\ 7KHÀUVWFRQMXQFWRIQHFHVVLWDWHVWKDWWKHVHFRQG
FRQMXQFWLVIDOVH VLQFHLW·VSDUWRIWKHPHDQLQJRI¶EDFKHORU·WKDWLVWUXH
 ,I [ LVDEDFKHORU WKHQ [ LVDQXQPDUULHGDGXOWPDOH

,QWKHVWDQGDUGWHUPLQRORJ\ LWLVD FRQFHSWXDO RU DQDO\WLFWUXWKWKDWDOOEDFKHORUVDUHXQ
PDUULHGDGXOWPDOHV OLNHZLVH LVFRQFHSWXDOO\RUDQDO\WLFDOO\IDOVH ,QP\WHUPLQRORJ\
FRQGLWLRQDOFODLPVOLNHH[SUHVV¶DQDO\WLFHQWDLOPHQWV·
5LFKDUG-R\FHH[SOLFDWHVKLVYHUVLRQRIWKHHUURUWKHRU\URXJKO\LQWHUPVRIWKHQRWLRQRI
DQDO\WLFHQWDLOPHQW 2Q-R\FH·VYLHZ LQRUGHUWRWHOOZKHWKHUDFHUWDLQFODLPLVDFRQFHSWXDO
WUXWK LWPXVWSDVVZKDWKHFDOOV¶WKHWUDQVODWLRQWHVW· +HDOVRFDOOVFRQFHSWXDOWUXWKV¶QRQ
QHJRWLDEOH·SURSRVLWLRQV +HZULWHV
,PDJLQHWKDWZHZHUHWRHQFRXQWHUDSRSXODWLRQVSHDNLQJDTXLWHGLIIHUHQWODQJXDJHWRRXURZQ PRVWRIZKLFKZHKDYHWUDQVODWHGDQGWHVWHGWRRXUVDWLVIDFWLRQ DQGZHÀQGWKDWWKH\KDYHDFRQFHSWWKDWDSSHDUVUDWKHUOLNHRXUFRQFHSWRI>EDFKHORU@ ²FDOOWKHLUWHUP>´VFKPDFKHORUµ@²EXWZHDOVRÀQGWKDWWKH\GRQ·WHQGRUVHRQHRIWKHWKUHHSURSRVLWLRQVDERXW>EDFKHORUVVHHDERYH@ ,IWKDWZRXOGEHVXIÀFLHQWIRUXVWRGHFLGH QRW WRWUDQVODWH>´VFKPDFKHORUµ@LQWR>´EDFKHORUµ@ WKHQWKHSURSRVLWLRQLQTXHVWLRQPXVWEHDQRQQHJRWLDEOHSDUWRIRXUFRQFHSW>EDFKHORU@  
-R\FHDSSOLHVWKLVQRWLRQRIQRQQHJRWLDELOLW\QRWVLPSO\WRRXUFRQFHSWV $SSDUHQWO\ IRU
-R\FH ZKHQSDUWRIDFRQFHSWLVQRQQHJRWLDEOH WKHUHDUHFRUUHVSRQGLQJQRQQHJRWLDEOH
SDUWVRIDQ\GLVFRXUVHWKDWXVHVWKHFRQFHSW 7KXV -R\FHZRXOGVD\WKDWWKHEHOLHIWKDWWKHUH
DUHXQPDUULHGDGXOWPDOHVLVDQRQQHJRWLDEOHSDUWRIRXUWDONDERXWEDFKHORUV²´WKHIDOVLW\
RIWKLVEHOLHIZRXOGEHVXIÀFLHQWWRVLQNWKHZKROH>EDFKHORU@GLVFRXUVHµ ,IZHZHUHWR
ÀQGRXWWKDWQRWKLQJLQIDFWLVDQXQPDUULHGDGXOWPDOH WKHQZHZRXOGKDYHWRUHWUDFWDQ\
RIRXUFODLPVWRWKHHIIHFWWKDWFHUWDLQSHRSOHDUHEDFKHORUV (OVHZKHUH -R\FHHYHQDSSOLHV
DQRWLRQRISUHVXSSRVLWLRQGLUHFWO\WRGLVFRXUVHV +HWKXVZRXOGVD\WKDWRXUEDFKHORU
GLVFRXUVHSUHVXSSRVHVWKHH[LVWHQFHRIXQPDUULHGDGXOWPDOHV
:LWK-R\FH·VWHUPLQRORJ\LQPLQG DVZHOODVWKHFRQFHSWRIDQDO\WLFHQWDLOPHQW ZHDUH
LQDSRVLWLRQWRVWDWHGHÀQLWLRQVRI¶QRQQHJRWLDEOH·DQG¶GLVFRXUVHSUHVXSSRVLWLRQ· )LUVW
-R\FH·VH[DPSOHXVHV¶SKORJLVWRQ· ,QWKHIROORZLQJSDVVDJH , KDYHFKDQJHGLWWR¶EDFKHORU·
-R\FH  
-R\FH  

DSURSRVLWLRQLV QRQQHJRWLDEOH WRRXUPRUDOGLVFRXUVHMXVWLQFDVHRXUPRUDOGLVFRXUVH
SUHVXSSRVHVLW 6HFRQG DSURSRVLWLRQLV SUHVXSSRVHGE\RXUPRUDOGLVFRXUVH LIDQGRQO\LI
RXUPRUDOMXGJPHQWVDQDO\WLFDOO\HQWDLOWKDWSURSRVLWLRQ 7KHVHGHÀQLWLRQVKHOSWRPDNH
DSSDUHQWDFRQQHFWLRQEHWZHHQSUHVXSSRVLWLRQDQGHQWDLOPHQW YL] WKHUHLVDFRQFHSWRI
SUHVXSSRVLWLRQWKDWLVGHÀQHGLQWHUPVRIDQDO\WLFHQWDLOPHQW $VIDUDV, NQRZ WKLVFRQFHSW
RISUHVXSSRVLWLRQLVQRWRQHWKDWLVKHDYLO\VWXGLHGE\OLQJXLVWVXQGHUWKDWQDPH ,WLV
QRQHWKHOHVV DQRUGLQDU\QRWLRQRISUHVXSSRVLWLRQ ZKLFK-R\FHSXWVWRDQLQWHUHVWLQJXVH
 7KH'LVFRXUVH7KHVLVLQ7HUPVRI(QWDLOPHQW
:LWKWKHQRWLRQRIDQDO\WLFHQWDLOPHQW DVZHOODVWKHDWWHQGDQWQRWLRQVRIGLVFRXUVH
SUHVXSSRVLWLRQDQGQRQQHJRWLDELOLW\ ZHDUHLQDSRVLWLRQWRVWDWHDQHZYHUVLRQRIWKH
GLVFRXUVHWKHVLV
7KHVLV(7KH(QWDLOPHQW'LVFRXUVH7KHVLV (YHU\PRUDOMXGJPHQWDQDO\WLFDOO\HQWDLOVWKDWWKHUHDUHREMHFWLYHYDOXHV
7KHWKRXJKWXQGHUO\LQJ7KHVLV( LVWKDWXSRQFRUUHFWDQDO\VLVRIWKHPHDQLQJVRIRXUPRUDO
WHUPV ZHÀQGWKDWWKH\FDQDSSO\WRWKLQJVRQO\LIWKHUHDUHREMHFWLYHYDOXHV 3XWDQRWKHU
ZD\ RXUPRUDOGLVFRXUVHSUHVXSSRVHVWKDWWKHUHDUHREMHFWLYHYDOXHV
$VDQLOOXVWUDWLRQ FRQVLGHUDQDQDORJ\WRRXUXVDJHRI¶EDFKHORU· 2Q7KHVLV(SDUWRI
WKHPHDQLQJRI¶ZURQJ·LVWKHFRQFHSWRIDQREMHFWLYHYDOXH MXVWDVSDUWRIWKHPHDQLQJRI
¶EDFKHORU·LVWKHFRQFHSWRIEHLQJXQPDUULHG ,I, SRLQWWRDPDQDQGFDOOKLPD¶EDFKHORU·
WKHQZKDW, VD\LVIDOVHLIKHLVQRWXQPDUULHG /LNHZLVH ZKHQ, XWWHU¶ZKDWWKRVHOLWWOH
ER\VGLGZDVZURQJ· WKHSURSRVLWLRQH[SUHVVHGE\P\XWWHUDQFHLVIDOVH VRORQJDVWKHUH
DUHQRREMHFWLYHYDOXHV ,QJHQHUDO ZKHQHYHU\RXPDNHDMXGJPHQWWKDWDQDO\WLFDOO\HQWDLOV
VRPHWKLQJWKDWLVQRWWUXH \RXUMXGJPHQWHQGVXSEHLQJIDOVH
7KLVIDFWDERXWDQDO\WLFHQWDLOPHQW DV, DPXQGHUVWDQGLQJWKHQRWLRQ PDNHVLWGLVWLQFW
IURPWKHQRWLRQVRIORJLFDODQGH[SUHVVLYHSUHVXSSRVLWLRQ :KHQDVHQWHQFHH[SUHVVLYHO\
&I /HZLV  

SUHVXSSRVHVDSURSRVLWLRQ DQGWKDWSURSRVLWLRQLVIDOVH WKHVHQWHQFHIDLOVHYHQWRH[SUHVVD
SURSRVLWLRQ 7KLVLVQRWVRZLWKDQDO\WLFHQWDLOPHQW VWULFWO\VSHDNLQJ DQDO\WLFHQWDLOPHQW
LVDUHODWLRQWKDWEHDUVEHWZHHQSURSRVLWLRQVH[SUHVVHGE\VHQWHQFHV ,IQRSURSRVLWLRQLV
H[SUHVVHGE\DVHQWHQFH WKHQLWPDNHVQRVHQVHWRVD\WKDWWKHVHQWHQFHDQDO\WLFDOO\HQWDLOV
DQ\WKLQJ :KHQDVHQWHQFHORJLFDOO\SUHVXSSRVHVDIDOVHKRRG WKHVHQWHQFHIDLOVWREHWUXH
DQGIDLOVWREHIDOVH 7KLVLVQRWVRZLWKDQDO\WLFHQWDLOPHQW LIWKHSURSRVLWLRQH[SUHVVHGE\
DVHQWHQFHLVIDOVH WKHQVRLVWKHVHQWHQFH
:LWKWKLVGLVWLQFWLRQEHWZHHQORJLFDO)UHJHDQDQGH[SUHVVLYH6WUDZVRQLDQSUHVXS
SRVLWLRQVDQGGLVFRXUVHSUHVXSSRVLWLRQVLQPLQG ZHDUHLQDSRVLWLRQWRVWDWHDQHZHUURU
WKHVLV
7KHVLV(7KH(QWDLOPHQW(UURU7KHVLV 6LQFHWKHUHDUHQRREMHFWLYHYDOXHV EXWRXUPRUDOMXGJPHQWVDQDO\WLFDOO\HQWDLOWKDWWKHUHDUH DOORXUPRUDOMXGJPHQWVDUHIDOVH
2Q7KHVLV(VSHDNHUVPDNHWKHHUURURIFRPPLWWLQJWKHPVHOYHVWRIDOVHKRRGVZKHQHYHU
WKH\PDNHPRUDOMXGJPHQWV LI\RXKDYHDPRUDOEHOLHI WKHQLWLVIDOVH LI\RXPDNHDPRUDO
DVVHUWLRQ LWLVIDOVH
7KHUHDUHVRPHGLIIHUHQFHV DQGDOVRVRPHVLPLODULWLHV EHWZHHQ7KHVLV( DQG7KHVHV
)62QHREYLRXVUHVSHFWRIVLPLODULW\LVWKDWHDFKRIWKHVHYHUVLRQVRIWKHHUURUWKHVLV
LPSOLHVWKDWQRQHRIRXUEDVLFPRUDOMXGJPHQWVLVWUXH $OORXUPRUDOMXGJPHQWVHQG
XSIDLOLQJWRVHFXUHWUXWK HLWKHUEHFDXVHWKH\IDLOWRH[SUHVVSURSRVLWLRQV EHFDXVHWKH\
H[SUHVVJDSS\SURSRVLWLRQV RUEHFDXVHWKH\H[SUHVVSURSRVLWLRQVWKDWDUHIDOVH 7KLVLV
ZKHUHGLIIHUHQFHVDULVHEHWZHHQWKHSRVLWLRQV 7KHVLV6 VKRXOGEHVHSDUDWHGIURPWKH
RWKHUWZRSRVLWLRQV VLQFH DFFRUGLQJWRLW WKHSURSHUVHPDQWLFVIRUPRUDOMXGJPHQWVZLOO
7KHUHDUHEURDGHUQRWLRQVRIHQWDLOPHQWWKDWRQHPLJKWOLNHWRFDOO¶DQDO\WLFHQWDLOPHQW· RQZKLFKDOOORJLFDOSUHVXSSRVLWLRQVDUHHQWDLOPHQWV %XW, KHUE\VWLSXODWHWKDW¶DQDO\WLFHQWDLOPHQW· LQP\PRXWK LVWRSLFNRXWQRQSUHVXSSRVLWLRQDOHQWDLOPHQWV 2QHPLJKWOLNHWRFDOOWKHP¶PHUHDQDO\WLFHQWDLOPHQWV·
2IFRXUVH WKLVYHUVLRQRIWKHHUURUWKHVLVPXVWEHUHVWULFWHGWRPRUDOMXGJPHQWVWKDWGRQRWVXIIHUIURPRQHRIWKHNLQGVRIVHPDQWLFSUHVXSSRVLWLRQIDLOXUH ,I¶[·GRHVQ·WUHIHULQ¶[LVJRRG· WKHQWKHVHQWHQFHPLJKWEHQHLWKHUWUXHQRUIDOVH 7KLVLVDWULYLDOWHFKQLFDOGHWDLO ZKLFK,·OOQRWDGGUHVVLQWKHPDLQWH[W

QHYHUDVVLJQDQ\RIWKHPDSURSRVLWLRQ 2Q7KHVHV( DQG)WKHSURSHUVHPDQWLFVIRU
PRUDOMXGJPHQWVZLOODOZD\VWDNHWKHPWRH[SUHVVSURSRVLWLRQV
%XWWKHUHLVDQREYLRXVGLIIHUHQFHEHWZHHQ7KHVLV( DQG7KHVLV) ZLWKUHVSHFWWRWKH
SURSRVLWLRQVWKDWDUHH[SUHVVHGE\PRUDOMXGJPHQWV , QRWHGDERYHWKDWHUURUWKHRULVWVWHQG
WRKROGLWWREHPHWDSK\VLFDOO\QHFHVVDU\WKDWWKHUHDUHQRREMHFWLYHPRUDOYDOXHV 2Q7KHVLV
)WKLVUHVXOWVLQPRUDOMXGJPHQWVH[SUHVVLQJQHFHVVDULO\JDSS\SURSRVLWLRQV ZKHUHDVIRU
7KHVLV(WKHUHVXOWLVWKDWPRUDOMXGJPHQWVH[SUHVVQHFHVVDULO\IDOVHSURSRVLWLRQV $V,
KDYHEHHQFRQFHLYLQJSURSRVLWLRQV WKH\DUHWREHLQGLYLGXDWHGDFFRUGLQJWRWKHLUWUXWKYDOXH
DVVLJQPHQWVWRSRVVLEOHZRUOGV 2QWKLVDVVXPSWLRQ 7KHVLV( LGHQWLÀHVDOOSURSRVLWLRQV
H[SUHVVHGE\PRUDOMXGJPHQWVZLWKDXQLTXHQHFHVVDULO\IDOVHSURSRVLWLRQ ZKLOH7KHVLV)
LPSOLHVWKDWPRUDOMXGJPHQWVRQHDQGDOOH[SUHVVWKHVDPHQHFHVVDULO\JDSS\SURSRVLWLRQ
 $ :RUU\IRU7KHVHV( DQG)
,QWKLVVHFWLRQ , ZLOOVNHWFKDSUREOHPIRUWKHFRKHUHQFHRI7KHVHV( DQG) DQGWKH
SRVLWLRQVWKDWWKH\UHSUHVHQW ,QWKHHQG , EHOLHYHWKDWWKLVLVRQO\DQDSSDUHQWSUREOHP ,WLVD
ZRUU\WKDWFDQHDVLO\EHPHW EXWRQO\E\ÀUVWUHFRJQL]LQJYDULRXVPHWDSK\VLFDOGLVWLQFWLRQV
7KXV , LQWHQGWKHZRUU\RIWKLVVHFWLRQWROHDGXVVPRRWKO\LQWRWKHQH[WFKDSWHU ZKHUH,
GLVFXVVVRPHLVVXHVLQYROYLQJWKHPHWDSK\VLFVRIHUURUWKHRULHV , EHJLQE\GLVFXVVLQJWKH
ZRUU\DVLWDSSOLHVWR7KHVLV(7KHZRUU\JHQHUDOL]HVWR7KHVLV)
$FFRUGLQJWRWKHSURSRQHQWRI7KHVLV(PRUDOLW\LVQRWREMHFWLYH LH WKHUHDUHQR
REMHFWLYHYDOXHV 2QWKLVYLHZ DQREMHFWLYHYDOXHZRXOGEHDFHUWDLQNLQGRISURSHUW\
0RUHRYHU DQ\RIRXUPRUDOMXGJPHQWVZRXOGDQDO\WLFDOO\HQWDLOWKDWWKHUHDUHWKHVHREMHF
WLYHYDOXHSURSHUWLHV 6RIDUVRJRRG
$V, VHHLW WKHSURSRQHQWRI7KHVLV( GRHVKDYHWKHSUREOHPRIH[SODLQLQJZKDWZHDUHFRPPXQLFDWLQJZLWKRXUPRUDOMXGJPHQWV , WDNHWKLVWREHDVHULRXVZRUU\ DOWKRXJK, VHHQRUHDVRQZK\WKHSURSRQHQWRIWKLVYLHZFDQQRWDGRSWDSRVLWLRQRQPRUDOFRPPXQLFDWLRQDQDORJRXVWRWKHSRVLWLRQ, VDLG7KHVHV)6 ZRXOGKDYHWRDFFHSW 7KXV LWVHHPVWRPHWKDWDQ\RIWKHVHYHUVLRQVRIWKHHUURUWKHRU\DUHLQURXJKO\WKHVDPHERDWZLWKUHJDUGWRPRUDOFRPPXQLFDWLRQDQGEHOLHI

1RZ DQDO\WLFHQWDLOPHQWKROGVLQYLUWXHRIWKHPHDQLQJVRISDUWVRIVHQWHQFHV 7KH
UHDVRQZK\H[SUHVVHVDQDQDO\WLFHQWDLOPHQWLVWKDWLWLVSDUWRIWKHPHDQLQJRI¶EDFK
HORU·WKDWLI¶EDFKHORU·DSSOLHVWRVRPHWKLQJ WKHQVRGRHV¶XQPDUULHGDGXOWPDOH· ,QVRPH
FRPPRQWHUPLQRORJ\ WKLVLVMXVWWRVD\WKDWWKHSURSHUW\RIEHLQJDEDFKHORUFRQWDLQVWKH
SURSHUWLHVRIEHLQJXQPDUULHG EHLQJDQDGXOW DQGEHLQJPDOH 8QGHUO\LQJWKLVWHUPLQRORJ\
LVDFRQFHSWLRQRISUHGLFDWHPHDQLQJVDVSURSHUWLHV 7KHSURSHUW\RIEHLQJDEDFKHORUMXVWLV
WKHPHDQLQJRI¶LVDEDFKHORU·DVZHXVHWKHSKUDVH ,WIROORZVWKDWDQDO\WLFHQWDLOPHQWKROGV
SDUWLDOO\LQYLUWXHRIWKHSURSHUWLHVH[SUHVVHGE\WKHSDUWVRIVHQWHQFHV 7KXV LIWKHUHLVQR
SURSHUW\WKDWZHFDQDVVRFLDWHZLWKDFHUWDLQSUHGLFDWHZLWKLQDVHQWHQFH WKHQZHZLOOEH
XQDEOHWRVD\WKDWWKHVHQWHQFHFDQVWDQGLQDUHODWLRQRIDQDO\WLFHQWDLOPHQW 1RSURSHUWLHV
QRDQDO\WLFHQWDLOPHQW
7KHUHIRUH LWVHHPVWKDWWKHSURSRQHQWRI7KHVLV( PXVWDFFHSWWKHH[LVWHQFHRISURS
HUWLHVFRUUHVSRQGLQJWRWKHPHDQLQJVRIPRUDOSUHGLFDWHV ,H ¶ZDVZURQJ·LQP\XWWHUDQFH
RIH[SUHVVHVWKHSURSHUW\RIEHLQJZURQJ VLQFHVWDQGVLQDQDQDO\WLFHQWDLOPHQWZLWK
WKHH[LVWHQFHRIREMHFWLYHYDOXHV
 :KDWWKRVHOLWWOHER\VGLGZDVZURQJ
7KHUHLVDSUHVVLQJTXHVWLRQWKDWWKHSURSRQHQWRI7KHVLV( PXVW KRZHYHU DQVZHU LQ
YLUWXHRIZKDWLVLWWKDWH[SUHVVHVDQDQDO\WLFHQWDLOPHQW"
 ,IZKDWWKRVHOLWWOHER\VGLGZDVZURQJ WKHQWKHUHDUHREMHFWLYHYDOXHV
7KHHQWDLOPHQWFHUWDLQO\GRHVQ·WKROGLQYLUWXHRIWKHPHDQLQJRI¶ZKDWWKRVHOLWWOHER\VGLG·
,QVWHDG LWVHHPVWKDWLWPXVWEHLQYLUWXHRIWKHPHDQLQJRI¶ZDVZURQJ· YL] ZURQJQHVV
6R RQWKHSLFWXUHRIDQDO\WLFHQWDLOPHQWWKDW, VNHWFKHGDERYH WKHSURSRQHQWRI7KHVLV(
PXVWFODLPWKDWZURQJQHVVLVDQREMHFWLYHYDOXH LWLVSDUWRIRXUFRQFHSWRIZURQJQHVVWKDW
LWLVDQREMHFWLYHYDOXH
%XWQRZWKHSURSRQHQWRI7KHVLV( VHHPVWREHLQVRPHWKLQJRIDSLFNOH 2QWKH
RQHKDQG KHZDQWVWRUHMHFWWKHH[LVWHQFHRISURSHUWLHVWKDWZRXOGKDYHWKHIHDWXUHVRI

REMHFWLYHYDOXHV 2QWKHRWKHUKDQG KHZDQWVWRDFFHSWWKDWPRUDOMXGJPHQWVDQDO\WLFDOO\
HQWDLOWKHH[LVWHQFHRIREMHFWLYHYDOXHV ,WVHHPVWKDWWKHWZRKDQGVFDQQRWEHUHFRQFLOHG
ZLWKRQHDQRWKHU ,QRUGHUIRUWKHDQDO\WLFHQWDLOPHQWWRKROG ZURQJQHVVPXVWH[LVW DQGVR
DQREMHFWLYHYDOXHPXVWH[LVW
7KHZRUU\JHQHUDOL]HVWR7KHVLV)7KHSURSRQHQWRIWKLVYLHZUHMHFWVWKHH[LVWHQFHRI
REMHFWLYHYDOXHV DQG\HWKROGVWKDWWKHUHLVDFUXFLDOHQWDLOPHQWOLNHUHODWLRQWKDWKROGVEH
WZHHQPRUDOMXGJPHQWVDQGWKHH[LVWHQFHRIREMHFWLYHYDOXHV ,WVHHPVWKDWWKLVHQWDLOPHQW
OLNHUHODWLRQFDQQRWKROGXQOHVVZURQJQHVV DQDOOHJHGREMHFWLYHYDOXH H[LVWV
 &RQFOXVLRQ
7KHPDLQJRDORIWKLVFKDSWHUKDVEHHQWRLQWURGXFHDYDULHW\RISUHFLVHZD\VRIXQGHU
VWDQGLQJWKHGLVFRXUVHWKHVLVDQGWKHHUURUWKHVLV ,QHIIHFW , KDYHSUHVHQWHGWZRGHIHFWLYH
HPERGLPHQWVRIWKHHUURUWKHRU\DQGWZRPRUHSURPLVLQJYHUVLRQVRIWKHYLHZ
, DUJXHGDJDLQVWWKHSUDJPDWLFYHUVLRQRIWKHHUURUWKHRU\RQWKHJURXQGVWKDWLWVYHUVLRQ
RIWKHHUURUWKHVLVLVVHPDQWLFDOO\LPSODXVLEOH )URPWKHPHUHIDFWWKDWDVSHDNHUSUHVXS
SRVHVVRPHWKLQJ ZHFDQQRWFRQFOXGHWKDWZKDWKHVD\VLVXQWUXH 7KLVYHUVLRQRIWKHHUURU
WKHRU\ LWVHHPVWRPH KDVQRKRSHRIEHLQJGHYHORSHGLQWRDSODXVLEOHDFFRXQWRIRXU
PRUDOODQJXDJHDQGWKRXJKW XQOHVVLWLVGHYHORSHGLQDZD\WKDWUHMHFWVWKHLGHDWKDWPRUDO
MXGJPHQWVDUHV\VWHPDWLFDOO\XQWUXH
, DUJXHGDJDLQVWWKH6WUDZVRQLDQ RUH[SUHVVLYH YHUVLRQRIWKHHUURUWKHRU\RQWKH
JURXQGVWKDWLWFDQQRWPDNHJRRGRQLWVYHUVLRQRIWKHGLVFRXUVHWKHVLV , ZDVDEOHWRÀQG
QRFRKHUHQW SODXVLEOHZD\RIFDVKLQJRXWWKHLGHDWKDWPRUDOMXGJPHQWVH[SUHVVLYHO\SUH
VXSSRVHWKHH[LVWHQFHRIREMHFWLYHYDOXHV
, ÀQGWKHUHPDLQLQJYHUVLRQVRIWKHHUURUWKHRU\PXFKPRUHZRUWKGHYHORSLQJWKDQ
HLWKHURIWKHIRUPHUSRVLWLRQV +RZHYHU , KDYHPHQWLRQHGVRPHLQLWLDOZRUULHVDERXWERWK
YLHZV )LUVW QHLWKHUYLHZFRPHVSUHSDFNDJHGZLWKDQDFFRXQWRIZKDWZHDUHEHOLHYLQJRU

FRPPXQLFDWLQJZKHQZHPDNHPRUDOMXGJPHQWV 6HFRQG ERWKYLHZVVHHPWRKDYHVRPH
PHWDSK\VLFDOSUREOHPVWKDWPXVWEHZRUNHGRXW , QRZWXUQWRWKRVHPHWDSK\VLFDOLVVXHV
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 ,QWURGXFWLRQ
,QFKDSWHU , LQWURGXFHGWKHPHWDSK\VLFDOWKHVLVDVDFODLPDERXWWKHDOOHJHG´REMHF
WLYLW\µRIPRUDOLW\
7KHVLV 7KH0HWDSK\VLFDO7KHVLV 7KHUHLVVRPHWKLQJVHULRXVO\GHIHFWLYHZLWKPRUDOUHDOLW\ YL] LWLVVXSSRVHGWREHREMHFWLYH
7KURXJKRXWFKDSWHU , VXSSRVHGWKDW DFFRUGLQJWRDVWDQGDUGHUURUWKHRULVW PRUDOLW\LV
REMHFWLYHMXVWLQFDVHWKHUHDUHREMHFWLYHYDOXHV , DOVRDVVXPHGWKDWDQREMHFWLYHYDOXH
ZRXOGEHDFHUWDLQNLQGRISURSHUW\ 6LQFHWKHVHDVVXPSWLRQVDUHVRPHZKDWVWDQGDUGLQ
WKHOLWHUDWXUHRQWKHHUURUWKHRU\ WKH\ZHUHMXVWLÀHG , DOVRDUJXHGWKDWUHDGLQJVRIWKH
GLVFRXUVHWKHVLVLQWHUPVRISUDJPDWLFSUHVXSSRVLWLRQDQGH[SUHVVLYHSUHVXSSRVLWLRQUHVXOW
LQLPSODXVLEOHHUURUWKHRULHV , WULHGWRVKRZWKDWWKHEHVWYHUVLRQRIWKHGLVFRXUVHWKHVLV
ZRXOGEHIRUPXODWHGLQWHUPVRIWKHQRWLRQRIDQDO\WLFHQWDLOPHQWRUORJLFDOSUHVXSSRVLWLRQ
$WWKHFORVHRIWKHFKDSWHU KRZHYHU , LQWURGXFHGDSUREOHPIRUWKHVHYHUVLRQVRIWKH
HUURUWKHRU\ 5RXJKO\ WKHSUREOHPLVWKDW LIWKHUHDUHQRREMHFWLYHYDOXHSURSHUWLHV WKHQ
PRUDOMXGJPHQWVFDQHQWDLOQRWKLQJ ,WWKXVVHHPVWKDWWKHGLVFRXUVHWKHVLVLVLQFRPSDWLEOH
ZLWKWKHPHWDSK\VLFDOWKHVLV ,QWKLVFKDSWHU ,·OODUJXHWKDWWKLVSX]]OH²WKHSUREOHPRI
HQWDLOPHQW²DULVHVIURPDFRQIXVLRQLQKRZWRWKHRUL]HDERXWSURSHUWLHV (UURUWKHRULVWV
QHHGQRWZRUU\WRRPXFKDERXWWKLVSUREOHP
,QVHFWLRQ , RXWOLQHKRZWKHPHWDSK\VLFDOWKHVLVLVFRQFHLYHGLQWKHOLWHUDWXUH $O
WKRXJKLWFRPHVLQDYDULHW\RIIRUPV , DUJXHWKDWLWXVXDOO\VKRXOGEHXQGHUVWRRGDVUHMHFW
LQJWKHH[LVWHQFHRIREMHFWLYHYDOXHSURSHUWLHVRUHOVHPRUDOSURSHUWLHVLQJHQHUDO

,QVHFWLRQ , H[SOLFDWHWKHSUREOHPRIHQWDLOPHQWLQJUHDWHUGHWDLODQG, KLJKOLJKWVRPH
LPSRUWDQWVHPDQWLFDODVVXPSWLRQVRIWKHSUREOHP , DUJXHWKDWLWZRXOGEHEHVLGHWKHSRLQW
IRUWKHHUURUWKHRULVWWRUHMHFWDQ\RIWKHVHVHPDQWLFDODVVXPSWLRQVLQUHDFWLRQWRWKHSURE
OHP 7KDWOHDYHVWKHHUURUWKHRULVWQRRSWLRQEXWWRSLQSRLQWVRPHORJLFDOIDOODF\LQP\
IRUPXODWLRQRIWKHSUREOHP
,QVHFWLRQ , GLJUHVVIURPWKHPDLQWKHPHRIWKHFKDSWHUWRDGGUHVVWKHTXHVWLRQRI
ZK\ZHVKRXOGWU\WRVDYHWKHHUURUWKHRU\LQWKHÀUVWSODFH ,ILWLVVRHDV\WRVKRZWKDWLWLV
LQWHUQDOO\LQFRKHUHQW ZK\QRWMXVWWRVVLWRXWWKHZLQGRZ" 0\OHQJWK\UHSO\FRPHVLQWZR
SDUWV )LUVW EHFDXVHWKHSUREOHPRIHQWDLOPHQWDULVHVLQRWKHUDUHDVRISKLORVRSKLFDODQG
VFLHQWLÀFWKHRUL]LQJ ZHKDYHUHDVRQWRKRSHIRUDVROXWLRQWRLW 6HFRQG , GUDZDSDUDOOHO
EHWZHHQWKHSUREOHPRIHQWDLOPHQWDQGZKDW, FDOOWKH¶SUREOHPRIUHIHUHQFHIDLOXUH· ,
FODLPWKDW EHFDXVHZHH[SHFWDVROXWLRQWRWKHSUREOHPRIUHIHUHQFHIDLOXUH ZHWKHUHIRUH
RXJKWWRH[SHFWDVROXWLRQWRWKHSUREOHPRIHQWDLOPHQW
,QVHFWLRQ , FODLPWKDWLWLVDQWHFHGHQWO\SODXVLEOHWRWKLQNWKDWWKHUHDUHPDQ\GLIIHUHQW
ZD\VRIWKLQNLQJRIWKHQDWXUHRISURSHUWLHV 7KHVHDUHGLIIHUHQFHVLQFRQFHSWLRQVRISURS
HUWLHV QRWPHUHO\GLIIHUHQFHVLQWKHRULHVDERXWWKHSURSHUWLHV , FDOOWKLVYLHZ¶SOXUDOLVP
DERXWSURSHUWLHV· $VDUHVXOWRIWKLVSOXUDOLVP LWLVSRVVLEOHWKDWWKHSUREOHPRIHQWDLOPHQW
DULVHVIURPVRPHWKLQJOLNHDQHTXLYRFDWLRQRQ¶SURSHUW\·
)LQDOO\ LQVHFWLRQ , SUHVHQWP\VROXWLRQWRWKHSUREOHPRIHQWDLOPHQW LWDULVHVEHFDXVH
·SURSHUW\·GRHVQRWKDYHDXQLIRUPPHDQLQJWKURXJKRXWLWVIRUPXODWLRQ 7KHPHWDSK\VLFDO
WKHVLVFRPHVLQWZRPDLQIRUPV FRUUHVSRQGLQJWRWZRFUXFLDOO\GLIIHUHQWZD\VRILQWHUSUHW
LQJRXUWDONRISURSHUWLHV 2QQHLWKHUYHUVLRQRIWKHPHWDSK\VLFDOWKHVLVLVWKHUHDSURRI
WKDWWKHHUURUWKHRU\LVLQWHUQDOO\LQFRKHUHQW $WWKHHQGRIWKHVHFWLRQ , DUJXHWKDWDFOHDU
KHDGHGHUURUWKHRULVWRXJKWWRDFFHSWERWKRIWKHVHIRUPXODWLRQVRIWKHPHWDSK\VLFDOWKHVLV
WKHUHIRUHWZRYHUVLRQVRIWKHHUURUWKHVLV

 7KH0HWDSK\VLFDO7KHVLVLQWKH/LWHUDWXUH
0DFNLHEHJLQV (WKLFV ,QYHQWLQJ5LJKWDQG:URQJ ZLWKD´EDOGVWDWHPHQWµRIKLVPHWD
SK\VLFDOWKHVLV ´7KHUHDUHQRREMHFWLYHYDOXHVµ +HFDOOVWKLVFODLP¶PRUDOVNHSWLFLVP·
DQGDGGV
PRUDOVNHSWLFLVPLVDQRQWRORJLFDOWKHVLV QRWDOLQJXLVWLFRUFRQFHSWXDORQH ,WLVQRW OLNHWKHRWKHUGRFWULQHRIWHQFDOOHGPRUDOVXEMHFWLYLVP DYLHZDERXWWKHPHDQLQJVRIPRUDOVWDWHPHQWV $JDLQ QRGRXEW LILWLVWREHDWDOOSODXVLEOH LWZLOOKDYHWRJLYHVRPHDFFRXQWRIWKHLUPHDQLQJV %XWWKLVWRRZLOOEHDGHYHORSPHQWRIWKHWKHRU\ DQGQRWLWVFRUH  
7KDWDQHUURUWKHRULVWZLOOKROGVXFKDQRQWRORJLFDOWKHVLVKDVEHHQWDNHQIRUJUDQWHGLQWKH
OLWHUDWXUH :KLOHFRPSDULQJKLVDFFRXQWRIYDOXHVWR0DFNLH·V 'DYLG/HZLVZULWHV
6WULFWO\VSHDNLQJ QRWKLQJVKDOOJHWWKHQDPH>RI¶YDOXH·@ZLWKRXWGHVHUYLQJLWSHUIHFWO\ 6WULFWO\VSHDNLQJ 0DFNLHLVULJKW JHQXLQHYDOXHVZRXOGKDYHWRPHHWDQLPSRVVLEOHFRQGLWLRQ VRLWLVDQHUURUWRWKLQNWKHUHDUHDQ\ /RRVHO\VSHDNLQJ WKHQDPHPD\JRWRDFODLPDQWWKDWGHVHUYHVLWLPSHUIHFWO\  7KHQLVP\SRVLWLRQDIRUPRIUHDOLVPDERXWYDOXHV" ²,UUHDOLVPDERXWYDOXHVVWULFWO\VSHDNLQJ UHDOLVPDERXWYDOXHVORRVHO\VSHDNLQJ 7KHIRUPHUGRQRWH[LVW 7KHODWWHUGR  
1RODQHWDO ZULWH
0RUDOGLVFRXUVH SUHVXSSRVHVWKDWWKHUHDUHREMHFWLYHPRUDOWUXWKV EXWWKHRQWRORJ\WKLVWDONVHHPVWRSUHVXSSRVHLVVWUDQJH QRQQDWXUDO DQG0RRUHDQ 6RZHVHHPWRIDFHDGLOHPPD HLWKHUHPEUDFHDQDOLHQRQWRORJ\ZKLFKZHKDYHJRRGUHDVRQWRUHMHFW RUEHFRPHHOLPLQDWLYLVWVDERXWPRUDOLW\DQGDJUHHWKDWDOOSRVLWLYHPRUDOFODLPVDUHIDOVH VLQFHWKHUHDUHQRTXHHUREMHFWLYHO\SUHVFULSWLYHHQWLWLHVRIWKHVRUWVXFKFODLPVSUHVXSSRVH  
7KLVRQWRORJLFDOYHUVLRQRIWKHPHWDSK\VLFDOWKHVLVWKXVVHHPVWREHWKHPDLQIRUPLQWKH
OLWHUDWXUH 2QWKLVYLHZ WKHUHDUHQRREMHFWLYHPRUDOYDOXHSURSHUWLHV RU PRUHJHQHUDOO\
WKHUHDUHQRPRUDOSURSHUWLHVDWDOO 2QDVWURQJHUYHUVLRQRIWKHWKHVLV WKLVQRQH[LVWHQFH
FODLPKROGVQHFHVVDULO\ WKHUHFDQEHQRPRUDOSURSHUWLHV
6HHDOVR*DUQHU  -R\FH   DQG%DODJXHU 

%XWWKHUHLVDQRWKHUVWUDQGRIWKRXJKWWKDWPD\EHDWWULEXWHGWRHUURUWKHRULVWV $FFRUGLQJ
WRWKLVLGHD WKHPDLQPHWDSK\VLFDOWKHVLVRIWKHHUURUWKHRU\LVWKDW DOWKRXJKWKHUHDUHPRUDO
SURSHUWLHV QRQHDUHRUFDQEHLQVWDQWLDWHG 50+DUHZULWHV
>0DFNLH·V@YLHZ«LVWKDWLQRUGLQDU\XVH>PRUDO@ZRUGVFRQQRWHREMHFWLYHSURSHUWLHVRIDFWLRQV HWF WKHHUURU«LVDIDFWXDORQH SHRSOHWKLQNWKDWDFWLRQVKDYHWKHVHPRUDOSURSHUWLHV EXWWKH\GRQRWKDYHWKHP VLQFHWKHUHDUHQRVXFKSURSHUWLHVQRWLQWKHVHQVHWKDWWKHZRUGVFRQQRWHQRWKLQJ EXWLQWKHVHQVHWKDWQRWKLQJDFWXDOO\KDVWKHSURSHUWLHVZKLFKWKH\FRQQRWH  
6LPLODUO\ 6KDIHU/DQGDXZULWHV
0RUDOQLKLOLVPLVWKHYLHZWKDWHLWKHUWKHUHDUHQRPRUDOSURSHUWLHV RUWKHUHDUH EXWQRQHWKDWDUHHYHULQVWDQWLDWHG 2QWKLVYLHZ WKHUHLVQRPRUDOUHDOLW\DWDOO  
6KDIHU/DQGDXFLWHV0DFNLHDPRQJRWKHUVDVEHLQJDSULPDU\H[DPSOHRIDPRUDOQLKLOLVW
,·OOUHJLVWHUWZRÀUPRSLQLRQVDERXWWKHPHWDSK\VLFDOSDUWRIWKHHUURUWKHRU\LQWKH
OLWHUDWXUH )LUVW WKHOLWHUDWXUHLVLQVRPHWKLQJRIDGLVDUUD\ZLWKUHVSHFWWRKRZWRIRUPXODWH
WKHPHWDSK\VLFDOWKHVLV 6RPHWLPHV LWLVDQRQWRORJLFDOFODLP DERXWWKHQRQH[LVWHQFHRI
FHUWDLQNLQGVRIHQWLWLHV 2WKHUWLPHV LWVHHPVWRSUHVXSSRVHWKHH[LVWHQFHRIWKHVHNLQGV
RIHQWLWLHV DQGLWDVVHUWVVRPHWKLQJDERXWWKHPWRWKHHIIHFWWKDWWKH\DUHGHIHFWLYH LQWKH
DERYHSDVVDJHV WKHGHIHFWLVWKDWWKHPRUDOSURSHUWLHVDUHQRWLQVWDQWLDWHG 6HFRQG DOWKRXJK
WKHUHLVWKLVYDULDWLRQLQWKHOLWHUDWXUH WKHGRPLQDQWIRUPRIWKHPHWDSK\VLFDOWKHVLVLVWKH
RQWRORJLFDOFRQVWUXDO DFFRUGLQJWRZKLFKWKRVHELWVRIPRUDORQWRORJ\GRQRWH[LVW :KHQ
, VD\LWLV¶GRPLQDQW· , PHDQWKDWLWLVWKHIRUPPRVWW\SLFDOO\H[SOLFLWO\DVVHUWHGWREHWKH
HUURUWKHRULVW·VPHWDSK\VLFDOWKHVLV ,QZKDWIROORZV ,·OOWDNHWKLVYHUVLRQRIWKHWKHVLVDV
WKHFDQRQLFDOYHUVLRQ
6HHDOVR)HOGPDQ·VUHYLHZRI0DFNLH ZKHUHKHGLVWLQJXLVKHVWKHVHWZRGLVDPELJXDWLRQVRIWKHPHWDSK\VLFDOSDUWRI0DFNLH·VYLHZ

 7KH3UREOHPRI(QWDLOPHQW
,QWKLVVHFWLRQ ,·OORXWOLQHWRSUREOHPRIHQWDLOPHQWLQGHWDLO ,·OOKLJKOLJKWVRPHNH\
VHPDQWLFDODVVXPSWLRQVXVHGLQP\IRUPXODWLRQRIWKHSUREOHP DQG,·OOGHIHQGWKHPIURP
VRPHREMHFWLRQV
 )RUPXODWLRQVRIWKH'LVFRXUVHDQG0HWDSK\VLFDO7KHVHV
:KDW, FRQVLGHUWKHGRPLQDQWYHUVLRQRIWKHPHWDSK\VLFDOWKHVLVPD\EHIRUPXODWHGDV
IROORZV
7KHVLV27KH2QWRORJLFDO0HWDSK\VLFDO7KHVLV 7KHUHDUHQRPRUDOSURSHUWLHV LQVSHFLÀF WKHUHDUHQRREMHFWLYHYDOXHV
7KHVSHFLÀFSDUWRI7KHVLV2 EDQLVKHVRQO\REMHFWLYHYDOXHSURSHUWLHVIURPH[LVWHQFH
7KXV LILWZHUHWUXH WKHQWKHUHZRXOGSUHVXPDEO\EHQRVXFKSURSHUWLHVDVPRUDOJRRGQHVV
DQGEDGQHVV 7KHWKHVLVWDNHQJHQHUDOO\ KRZHYHU HQWDLOVWKDWQRPRUDOSURSHUWLHVZKDWHYHU
H[LVW QRWRQO\DUHWKHUHQRYDOXHSURSHUWLHV QHLWKHUDUHWKHUHSURSHUWLHVRIPRUDOULJKWQHVV
ZURQJQHVV DQGREOLJDWLRQ QRUSURSHUWLHVRIPRUDOYLUWXHDQGYLFH QRUSURSHUWLHVRIEHLQJ
PRUDOO\GHVHUYLQJRUXQGHVHUYLQJ QRUMXVWLFHRULQMXVWLFH )RUWKHSXUSRVHVRIGHWDLOLQJWKH
SUREOHPRIHQWDLOPHQW WKHGLIIHUHQFHVEHWZHHQWKHJHQHUDOFODLPDQGWKHPRUHVSHFLÀFSDUW
RI7KHVLV2 ZLOOQRWPDWWHU :KDWPDWWHUVLVWKDWWKHWKHVLVUHMHFWVWKHH[LVWHQFHRIDFHUWDLQ
NLQGRISURSHUW\
7KHHQWDLOPHQWIRUPXODWLRQRIWKHGLVFRXUVHWKHVLVDVVHUWVWKDWWKHVHPDQWLFUHODWLRQRI
HQWDLOPHQWKROGVEHWZHHQPRUDOVWDWHPHQWVDQGWKHH[LVWHQFHRIPRUDOSURSHUWLHV
7KHVLV( 7KH(QWDLOPHQW'LVFRXUVH7KHVLV (YHU\PRUDOMXGJPHQWDQDO\WLFDOO\HQWDLOVWKDWWKHUHDUHPRUDOSURSHUWLHV
$QRWKHUSRVVLEOHZD\RIIRUPXODWLQJWKHGLVFRXUVHWKHVLVZRXOGKDYHLWWKDWPRUDOMXGJ
PHQWVHQWDLOWKDWWKHUHDUHREMHFWLYHYDOXHSURSHUWLHV 7KLVLVKRZ, FRQVWUXHGWKHHQWDLO
PHQWYHUVLRQRIWKHGLVFRXUVHWKHVLVLQWKHSUHFHGLQJFKDSWHU 7KHVLV(LVRQO\DVOLJKW
UHZRUGLQJRIWKDWFRQVWUXDO VLQFHREMHFWLYHYDOXHVZRXOGEHPRUDOSURSHUWLHV 7KHVLV(

LVVOLJKWO\ZHDNHUWKDQP\SULRUFRQVWUXDO 0\JRDOLQIRUPXODWLQJLWLQWKLVZD\LVWRPDNH
WUDQVSDUHQWWKHIDFWWKDWWKHW\SLFDOHUURUWKHRULVWWKLQNVPRUDOMXGJPHQWVHQWDLOWKHH[LVWHQFH
RIDFHUWDLQNLQGRISURSHUW\
 7ZR6HPDQWLF&RQVWUDLQWV
7KHVHWZRHOHPHQWVRIWKHHUURUWKHRU\MRLQWO\UXQXSDJDLQVWDSDLURILQGHSHQGHQWO\
SODXVLEOHVHPDQWLFFRQVWUDLQWV 7KHÀUVWFRQVWUDLQWLVWKDWLIDMXGJPHQWRUVWDWHPHQWKDV
HQWDLOPHQWV WKHQLWPXVWH[SUHVVDSURSRVLWLRQ 7KLVLVPRWLYDWHGE\WKHVHPDQWLFLQWXLWLRQ
WKDWHQWDLOPHQWLVIXQGDPHQWDOO\DUHODWLRQEHWZHHQSURSRVLWLRQV 7KDWLV HQWDLOPHQWKROGV
LQYLUWXHRIUHODWLRQVEHWZHHQWKHSURSRVLWLRQVH[SUHVVHGE\VWDWHPHQWV
6& 1R3URSRVLWLRQV 1R(QWDLOPHQW ,IDVWDWHPHQWGRHVQ·WH[SUHVVDSURSRVLWLRQ WKHQLWHQWDLOVQRWKLQJ
7KHUHDUHWZRNLQGVRIFRXQWHUH[DPSOHWR6& )LUVW RQHPLJKWFODLPWKDWVWDWHPHQWV
FDQKDYHHQWDLOPHQWV LUUHVSHFWLYHRIZKHWKHUWKH\H[SUHVVSURSRVLWLRQV )RUH[DPSOH LQD
IRUPDOODQJXDJH DVWDWHPHQWOLNH¶∃x(Red(x) ∧ Round(x))·PD\ORJLFDOO\RUIRUPDOO\
LPSO\¶∃xRed(x)· DQGWKLVZLOOKROGPHUHO\LQYLUWXHRIWKHIRUPRIWKHVWDWHPHQWV 7KLVLV
DFRXQWHUH[DPSOHWR6&RQWKHVXSSRVLWLRQWKDWRQHRIWKHSUHGLFDWHV¶Red·RU¶Round·
LVXQLQWHUSUHWHGLQWKHIRUPDOODQJXDJH LI¶Round·KDVQRPHDQLQJ WKHQWKHÀUVWVHQWHQFH
H[SUHVVHVQRSURSRVLWLRQHYHQLIZHVXSSRVHWKDW¶Red·PHDQVVRPHWKLQJ $OWKRXJKWKLV
LVDJHQXLQHFRXQWHUH[DPSOHWR6& LWLVSHUPLVVLEOHIRUPHWRLJQRUHLW 7KLVLVEHFDXVHQR
HUURUWKHRULVWIRUPXODWHVKLVYLHZLQWHUPVRIIRUPDOORJLFDOLPSOLFDWLRQ 7KXV6&VKRXOG
EHUHDGDVUHVWULFWHGWRHQWDLOPHQWVWKDWGRQRWKROGLQYLUWXHRIIRUPDOORJLFDOLPSOLFDWLRQ
6HFRQG RQHPLJKWFODLPWKDWWKHUHDUHVWDWHPHQWVWKDWKDYHHQWDLOPHQWV HYHQWKRXJK
WKH\DUHVHPDQWLFDOO\LQGHWHUPLQDWHDQGVRGRQRWH[SUHVVXQLTXHSURSRVLWLRQ )RUH[DP
SOH ¶-RKQLVDEDOGROGHUIHOORZ·GRHVQRWH[SUHVVDXQLTXHSURSRVLWLRQ VLQFHLWLQFOXGHV
WKHYDJXHSUHGLFDWH¶EDOG· DWEHVW LWH[SUHVVHVDUDQJHRISURSRVLWLRQV FRUUHVSRQGLQJWR
WKHYDULRXVZD\VRIPDNLQJSUHFLVHWKHPHDQLQJRI¶EDOG· 1RQHWKHOHVV LWVHHPVWKDWWKLV

VWDWHPHQWHQWDLOVWKDW-RKQLVDEDOGPDQ $OWKRXJK DJDLQ WKLVLVDJHQXLQHFRXQWHUH[DPSOH
WR6& , ZLOO DJDLQ LJQRUHLW 7KLVLVEHFDXVH IRUSXUSRVHVRIWKLVFKDSWHU ,·OOVXSSRVH
WKDWPRUDOVWDWHPHQWVDUHQRWLQGHWHUPLQDWHLQWKLVZD\ ,VVXHVLQYROYLQJVHPDQWLFLQGHWHU
PLQDF\DUHRUWKRJRQDOWRWKHLVVXHVGLVFXVVHGLQWKLVFKDSWHUWKRXJK, ZLOOEHFRQFHUQHG
ZLWKVHPDQWLFLQGHWHUPLQDF\LQODWHUFKDSWHUV
7KHVHFRQGFRQVWUDLQWLVWKDWDVWDWHPHQWZLOOH[SUHVVQRSURSRVLWLRQLIRQHRILWVFRQ
VWLWXHQWSUHGLFDWHVIDLOVWRH[SUHVVDSURSHUW\ 7KLVLVPRWLYDWHGE\WKHVWDQGDUGLGHDWKDW
DSULQFLSOHRIFRPSRVLWLRQDOLW\DERXWFRQWHQWKROGV 7KHFRQWHQWRIDVWDWHPHQWGHSHQGV
XSRQWKHFRQWHQWVRILWVFRQVWLWXHQWV LQVXFKDZD\WKDWLIVRPHRIWKHSDUWVKDYHQRFRQ
WHQWV WKHQQHLWKHUGRHVWKHZKROHLWVHOI )RUH[DPSOH LI, XWWHU¶2EDPDLVEXPEO\GRRGOH·
P\VWDWHPHQWZLOOQRWH[SUHVVDSURSRVLWLRQ VRORQJDV¶EXPEO\GRRGOH·LVPHUHQRQVHQVH
6& 1R3URSHUWLHV 1R3URSRVLWLRQV ,IDSUHGLFDWHGRHVQ·WH[SUHVVDSURSHUW\ WKHQQRVWDWHPHQWFRQWDLQLQJLWH[SUHVVHVDSURSRVLWLRQ
7KHUHDUHWZRZRUULHVIRU6& EXWWKH\GRQRWZRUU\PH )LUVW RQHPLJKWUHMHFWWKHVWURQJ
IRUPRIFRPSRVLWLRQDOLW\WKDWVHHPVWREHSUHVXSSRVHGE\6& 7KHUHDUHDYDULHW\RI
ZRUGVLQ(QJOLVKWKDWVHHPWRVKRZLWWREHIDOVH )RUH[DPSOH ¶GDPQ·LQ¶'LVQH\ZDVD
GDPQELJRW·GRHVQ·WKDYHDQ\JHQXLQHFRQWHQW VLQFH¶'LVQH\ZDVDELJRW·LQWXLWLYHO\KDV
WKHVDPHFRQWHQW $OWKRXJKWKLVPD\XQGHUPLQHDVWURQJYHUVLRQRIFRPSRVLWLRQDOLW\ LW
GRHVQRWSURYH6&IDOVH ¶'DPQ·LVQ·WIXQFWLRQLQJDVDSUHGLFDWH DQGVRZHKDYHKHUHQR
FRXQWHUH[DPSOHWR6&
6HFRQG RQHPLJKWFODLPWKDWVRPHSUHGLFDWHV IRUH[DPSOH ¶WDOO· GRQRWVHPDQWLFDOO\
H[SUHVVSURSHUWLHV EXWUDWKHU QHHGWREHHQULFKHGE\FRQWH[WLQRUGHUWREHDVVRFLDWHGZLWK
DSURSHUW\ %XWZHPXVWEHFOHDURQWKHGLVWLQFWLRQEHWZHHQFRQWHQWDQGFKDUDFWHU 7KHUH
DUHWZRZD\VRIWKLQNLQJRIZKDWDSUHGLFDWH´VHPDQWLFDOO\H[SUHVVHVµ :HPD\VD\WKDWD
SUHGLFDWHH[SUHVVHVDFRQWHQW HJ DIXQFWLRQIURPZRUOGVWRH[WHQVLRQVDWWKRVHZRUOGV 2U
ZHFDQVD\WKDWDSUHGLFDWHH[SUHVVHVDFKDUDFWHU HJ DIXQFWLRQIURPFRQWH[WVRIXWWHUDQFH
)RUUHIHUHQFHV VHH/HZLV 

WRFRQWHQWV %RWKRIWKHVHFRQFHSWVDUHHTXDOO\XVHIXOLQVHPDQWLFWKHRU\ EXWLWLVRQO\
FRQWHQWZLWKZKLFK, DPKHUHFRQFHUQHG
 6WDWHPHQWRIWKH3UREOHPRI(QWDLOPHQW
3URYLGHGWKDW6&DQG6&DUHWUXH 7KHVHV2 DQG(DUHLQFRPSDWLEOH ,I7KHVLV2
LVWUXH WKHQLWZRXOGVHHPWKDWDOOPRUDOSUHGLFDWHVIDLOWRH[SUHVVSURSHUWLHV ,QVSHFLÀF
LIWKHUHDUHQRREMHFWLYHYDOXHV WKHQLWZRXOGVHHPWKDWWKHSUHGLFDWHV¶PRUDOO\JRRG·DQG
¶PRUDOO\EDG·ZRXOGQRWH[SUHVVDQ\SURSHUWLHVRIPRUDOJRRGQHVVDQGEDGQHVV 7KLVUH
VXOW ZKHQFRPELQHGZLWK6& LPSOLHVWKDWPRUDOVWDWHPHQWVGRQRWH[SUHVVSURSRVLWLRQV
$VDUHVXOW 6&WKHQLPSOLHVWKDWPRUDOVWDWHPHQWVGRQRWHQWDLODQ\WKLQJ %XWLIPRUDO
VWDWHPHQWVGRQRWHQWDLODQ\WKLQJ WKHQWKH\FDQQRWHQWDLOWKHH[LVWHQFHRIPRUDOSURSHUWLHV
7KHUHIRUH LWVHHPVWKDW7KHVLV(FDQQRWEHWUXHLI7KHVLV2 LVWUXH
:KDWFDQZHVD\RQEHKDOIRIWKHHUURUWKHRULVW" , ÀUPO\EHOLHYHWKDWLWZRXOGEHWRR
FRVWO\IRUDQHUURUWKHRULVWWRUHMHFW6&DQG6&LQUHDFWLRQWRWKLVSUREOHP %XWWKHVHDUH
DSSDUHQWO\WKHRQO\DVVXPSWLRQVWKDWDUHUHTXLUHGWRGHULYHWKHUHVXOWWKDW7KHVHV2 DQG
(DUHLQFRPSDWLEOH ,WVHHPVWKDWWKHRQO\SRVVLELOLW\DYDLODEOHWRWKHHUURUWKHRULVWLV
WRSRLQWRXWDQHTXLYRFDWLRQRQDFUXFLDOWHUPLQWKHGHULYDWLRQ ,·OOSURSRVHWKDWWKHWHUP
¶SURSHUW\· DVLWRFFXUVLQ7KHVLV2GRHVQRWPHDQWKHVDPHDV¶SURSHUW\·LQ6& %XW
ÀUVW ,·OOGLJUHVVWRGLVFXVVWKHTXHVWLRQRIZK\ZHVKRXOGWU\WRUHVFXHWKHHUURUWKHRU\
IURPLQFRKHUHQFH
 :K\5HVFXHWKH(UURU7KHRU\"
6RPHUHDGHUVPD\KDYHGRXEWVDERXWWKHSURMHFWRIUHVFXLQJWKHHUURUWKHRU\ 7KHDO
OHJHGSURRIWKDWWKLVYHUVLRQRIWKHHUURUWKHRU\LVLQFRQVLVWHQWLVVRVLPSOHDVDOPRVWWREH
WULYLDO :KHQHYHUDYLHZVHHPVWULYLDOO\SURYDEO\LQFRQVLVWHQW DUHDVRQDEOHUHDFWLRQLVWKDW
LWPXVWQRWKDYHEHHQIRUPXODWHGFRUUHFWO\ 6RSHUKDSVLWZDVDPLVWDNHLQWKHÀUVWSODFH
WRWKLQN7KHVLV2 FRXOGEHWUXH 7KHUHLVWKHDOWHUQDWLYHRIIRUPXODWLQJWKHPHWDSK\VLFDO

SDUWRIWKHHUURUWKHRU\LQWHUPVRIWKHQRQLQVWDQWLDWLRQRIPRUDOSURSHUWLHV LQVWHDGRIWKH
QRQH[LVWHQFHRIPRUDOSURSHUWLHV 7KLVVHHPVWRKDYHEHHQ50+DUH·VLGHDLQWKHDERYH
SDVVDJH 7KHIROORZLQJUHIRUPXODWLRQLVQRWDSSDUHQWO\WULYLDOO\LQFRQVLVWHQWZLWK7KHVLV
(
7KHVLV,7KH,QVWDQWLDWLRQ0HWDSK\VLFDO7KHVLV 7KHUHDUHPRUDOSURSHUWLHV EXWWKH\DUHQRWLQVWDQWLDWHG LQVSHFLÀF DOWKRXJKWKHUHDUHREMHFWLYHYDOXHV WKH\DUHQRWLQVWDQWLDWHG
,I7KHVLV, LVWKHFKRVHQYHUVLRQRIWKHPHWDSK\VLFDOWKHVLV WKHQZHPD\PRYHRQWRGLV
FXVVWKHSODXVLELOLW\RIPRUDOHUURUWKHRULHVZLWKRXWKDYLQJWRLQWURGXFHPRUHFRPSOLFDWHG
GLVWLQFWLRQV 6RZK\QRWGRWKDW"
, KDYHDTXLFNUHSO\DQGDORQJUHSO\WRWKLVZRUU\ 7KHTXLFNUHSO\FRPHVLQWZRSDUWV
)LUVW LI7KHVLV, ZHUHRXURQO\SUHFLVHIRUPXODWLRQRIWKHPHWDSK\VLFDOWKHVLV WKHQZH
ZRXOGNQRZLQJO\EHPLVLQWHUSUHWLQJWKHGRPLQDQWFRQVWUXDORIWKHPHWDSK\VLFDOWKHVLVLQ
WKHOLWHUDWXUH 0DFNLHDQGRWKHUVH[SOLFLWO\FKRVHWRIRUPXODWHWKHPHWDSK\VLFDOWKHVLVDV
DFODLPDERXWWKHQRQH[LVWHQFHRIDELWRIPRUDORQWRORJ\ DQGVRZHRXJKWDWOHDVWWRVHH
ZKHWKHUWKHUHLVDFRKHUHQWZD\RIPDNLQJVHQVHRIWKLVIRUPXODWLRQ 6HFRQG LQP\RSLQLRQ
LIZHPHUHO\FKRVH7KHVLV, DVRXUYHUVLRQRIWKHPHWDSK\VLFDOWKHVLV WKHQZH·GEHLJQRULQJ
LPSRUWDQWGLVWLQFWLRQVLQWKHSKLORVRSK\RISURSHUWLHV $Q\VXEVHTXHQWGLVFXVVLRQZRXOG
WKXVEHDWULVNRIUXQQLQJDIRXORIWKHVHGLVWLQFWLRQV , WDNHWKHVHWREHUHDVRQVHQRXJKWR
SXUVXHWKHSURMHFWRIUHSO\LQJWRWKHSUREOHPRIHQWDLOPHQWRQWKHHUURUWKHRULVW·VEHKDOI
2QHPLJKW KRZHYHU EHZLOOLQJWRWKURZ0DFNLH·VH[SOLFLWIRUPXODWLRQWRWKHGRJV DQG
WRUHMHFWWKHGLVWLQFWLRQVWRZKLFK, DLPWRDWWHQG )RUVXFKDUHDGHU , KDYHDORQJHUUHVSRQVH
ZKLFK DJDLQ FRPHVLQWZRSDUWV
)HOGPDQDOVRVHHPVWRH[SUHVVWKLVLGHD DQG6KDIHU/DQGDXVHHPVDWOHDVWWROHDYHLWRSHQ

 3DUDOOHOVLQWKH3KLORVRSK\RI0LQGDQG6FLHQFH
)LUVW WKHUHDUHYDULRXVORQJVWDQGLQJGHEDWHVLQWKHSKLORVRSK\RIPLQGDERXWZKHWKHU
FHUWDLQNLQGVRISURSHUWLHVH[LVW 6RPHKDYHFODLPHGWKDWWKHUHLVQRVXFKWKLQJDVPHQWDOLW\
RWKHUVKDYHFODLPHGWKDWWKHUHDUHQRFRORUV &RQVLGHUWKHIROORZLQJFRQFUHWHH[DPSOH
ZKLFK, KDYHIDEULFDWHG DQHOLPLQLWDYLVWDERXWPHQWDOSURSHUWLHVPLJKWFODLP
´,IWKHUHZHUHPHQWDOLW\ LWZRXOGKDYHWREHDQLUUHGXFLEOHSURSHUW\RIDTXHHUVRUWRIPHQWDOVXEVWDQFH YL] D PLQG %XWWKHUHDUHQRVXFKVXEVWDQFHVWKHVXFFHVVRIWKHHPSLULFDOVFLHQFHVKDVPDGHLWYHU\SODXVLEOHWKDWZHFDQKDYHDFRPSOHWHH[SODQDWLRQRIWKHZRUOGWKDWGRHVQ·WUHTXLUHWKHH[LVWHQFHRIPLQGV 6R WKHUHDUHQRPHQWDOSURSHUWLHV %XWZHPDNHVWDWHPHQWVWKDWHQWDLOWKHH[LVWHQFHRIPHQWDOLW\ HJ VWDWHPHQWVWKDWLQYROYHEHOLHI LQWHQWLRQ DQGWKHOLNH 6R WKHVHVWDWHPHQWVDUHDOOIDOVHµ
:KLOHWKLVYLHZPD\QRWEHDOOWKDWSODXVLEOH LWVHHPV DWOHDVW WREHDFRKHUHQWVWDQFHWR
WDNH )RUH[DPSOH VRPHRQHPLJKWUHDFWLQWKLVZD\WR'HVFDUWHV·YLHZVDERXWPHQWDOLW\
%XWWKHSUREOHPRIHQWDLOPHQWZRXOGKDYHLWWKDWWKLVHOLPLQDWLYLVPDERXWPHQWDOSURSHUWLHV
LVWULYLDOO\LQFRKHUHQW ,QDGGLWLRQ LWZRXOGEHXQFKDULWDEOHWRFODLPWKDWWKRVHLQYROYHG
LQGHEDWHVRYHUWKHH[LVWHQFHRIPHQWDOLW\DUHUHDOO\SUHVXSSRVLQJWKHH[LVWHQFHRIPHQWDO
SURSHUWLHV ZKLOHGHEDWLQJDERXWZKHWKHUWKHVHNLQGVRISURSHUWLHVDUHHYHULQVWDQWLDWHG
,QVRIDUDVZHFDQPDNHVHQVHRIWKHVHGHEDWHV ZHKDYHUHDVRQWRWU\WRVROYHWKHSUREOHP
RIHQWDLOPHQW
7KHUHDUHDOVRGHEDWHVLQWKHSKLORVRSK\RIVFLHQFHDERXWZKHWKHUFHUWDLQNLQGVRISURS
HUWLHVH[LVW )RUH[DPSOH VRPHKDYHFODLPHGWKDWWKHUHLVQRVXFKSURSHUW\DVDEVROXWH
SUHVHQWQHVVRUDEVROXWHVLPXOWDQHLW\EHWZHHQHYHQWV &RQVLGHUDQRWKHUIDEULFDWHGFRQ
FUHWHH[DPSOH WKLVWLPHDERXWDEVROXWHSUHVHQWQHVV
´7KHDEVROXWHSUHVHQW ZHUHWKHUHWREHVXFKDSURSHUW\ ZRXOGUHTXLUHWKDWWKHODZVRIQDWXUHSULYLOHJHDFHUWDLQZD\RIFDUYLQJXSWKHZRUOGLQWRWLPHVOLFHV %XWWKHODZVRIQDWXUHGRQRVXFKSULYLOHJLQJ WKHSODXVLELOLW\RI(LQVWHLQ·VWKHRU\RIVSHFLDOUHODWLYLW\LVHYLGHQFHHQRXJKIRUWKDW 6R WKHUHLVQR
6HH HJ /HZLV 
6HH HJ -DQLV 

DEVROXWHSUHVHQWQHVV %XWZHPDNHVWDWHPHQWVWKDWHQWDLOWKHH[LVWHQFHRIVXFKDSURSHUW\ HJ VWDWHPHQWVWRWKHHIIHFWWKDWVRPHHYHQWLVKDSSHQLQJ QRZ 6RWKHVHVWDWHPHQWVDUHDOOIDOVHµ
$JDLQ DOWKRXJKWKLVYLHZPD\QRWEHDOOWKDWSODXVLEOH LWVHHPVDWOHDVWFRKHUHQW FRQWUDU\WR
WKHXSVKRWRIWKHSUREOHPRIHQWDLOPHQW $QGDJDLQ LWZRXOGEHXQFKDULWDEOHWRVXSSRVHWKDW
DOOZKRDWWHQGWRWKHGHEDWHRYHUWKHDEVROXWHSUHVHQWDUHUHDOO\SUHVXSSRVLQJLWVH[LVWHQFH
ZKLOHGHEDWLQJDERXWZKHWKHULWLVLQVWDQWLDWHG 7KHUHIRUH WKHSUREOHPRIHQWDLOPHQWRYHU
JHQHUDWHV LWWHOOVXVWKDWFHUWDLQYLHZVDUHVHOIFRQWUDGLFWRU\ ZKHQWKH\VHHPQRWWREH
$UHZHUHDOO\SUHSDUHGWRWKURZWKHVHYLHZVLQWKHSKLORVRSK\RIPLQGDQGVFLHQFHWRWKH
GRJV"
 3DUDOOHOWRWKH3UREOHPRI5HIHUHQFH)DLOXUH
,QWKHVHFRQGSDUWRIP\ORQJUHSO\ ,·OOLQYRNHDSDUDOOHOEHWZHHQWKHSUREOHPRIHQ
WDLOPHQWDQGZKDW,·OOFDOOWKH¶SUREOHPRIUHIHUHQFHIDLOXUH· ,WLVSDUWRIRUGLQDU\DGXOW
WKRXJKWWKDWVRPHQDPHVMXVWIDLOWRUHIHU ¶6DQWD&ODXV·LVDJRRGH[DPSOH ,I\RXDVNDQ
DGXOWZKRLVQ·WDSKLORVRSKHU ZKHWKHU6DQWDH[LVWV KH·OOWHOO\RX¶1R· OLNHZLVHLI\RXDVN
KLPZKHWKHU¶6DQWD&ODXV·UHIHUVWRVRPHWKLQJ 2IFRXUVH DFKLOGPLJKWDQVZHU¶<HV· <RX
FDQH[SODLQWKLVE\UHIHUHQFHWRDFRQGLWLRQWKHFKLOGSUREDEO\VDWLVÀHV KHUSDUHQWVWROGKHU
WKDW6DQWDFRPHVGRZQWKHFKLPQH\RQ&KULVWPDV(YHWRGHOLYHUSUHVHQWV DQGVKHEHOLHYHG
WKHP HYHQWKRXJKZKDWWKH\VDLGZDVIDOVH 7KLVVXJJHVWVWKDWLWLVDQRWKHUXQFRQWURYHU
VLDOSDUWRIRUGLQDU\WKRXJKWWKDWVWDWHPHQWVDERXW6DQWDGRLQGHHGH[SUHVVSURSRVLWLRQV
,IDFKLOGFDQEHOLHYHWKDW6DQWDFRPHVGRZQWKHFKLPQH\ WKHQ¶6DQWDFRPHVGRZQWKH
FKLPQH\·H[SUHVVHVVRPHWKLQJWKDW·VEHOLHYDEOH LH DSURSRVLWLRQ 6LPLODUO\ LILW·VIDOVH
WKDW6DQWDFRPHVGRZQWKHFKLPQH\ WKHQWKDWVHQWHQFHH[SUHVVHVDSURSRVLWLRQ 2UGLQDU\
WKRXJKWWKXVVHHPVFRPPLWWHGWRWKHIROORZLQJ
2072UGLQDU\0HWDSK\VLFDO7KHVLV 6DQWD&ODXVGRHVQ·WH[LVW
2'72UGLQDU\'LVFRXUVH7KHVLV 6WDWHPHQWVLQZKLFK¶6DQWD&ODXV·RFFXUVWLOOH[SUHVVSURSRVLWLRQVZLWQHVV207

%XWWKLVFRPELQDWLRQRIYLHZVUHVXOWVLQDSUREOHPZKHQZHDSSO\WRLWWKHVHPDQWLFDO
LGHDXQGHUO\LQJRXUVHFRQGVHPDQWLFFRQVWUDLQW 6&LWVHOIVD\VWKDWLIDSUHGLFDWHGRHVQ·W
H[SUHVVDSURSHUW\ WKHQVWDWHPHQWVLQZKLFKWKHSUHGLFDWHRFFXUVGRQ·WH[SUHVVSURSRVLWLRQV
7KHVHPDQWLFDOLGHDWKDWXQGHUOLHV6&LVWKDWXQOHVVDQH[SUHVVLRQKDVFRQWHQW FRPSOH[
H[SUHVVLRQVPDGHXSIURPWKDWH[SUHVVLRQGRQRWH[SUHVVSURSRVLWLRQV :KHQDSSOLHGWR
QDPHV WKHLGHDEHFRPHVWKHIROORZLQJ
6& 1R&RQWHQWV 1R3URSRVLWLRQV ,IDQDPHGRHVQ·WKDYHDFRQWHQWWKHQQRVWDWHPHQWFRQWDLQLQJLWH[SUHVVHVDSURSRVLWLRQ
7KHSUREOHPRIUHIHUHQFHIDLOXUH WKHQ JRHVDVIROORZV :KHUHDVWKHFRQWHQWRIDSUHGLFDWH
ZRXOGEHWKHSURSHUW\LWH[SUHVVHV WKHFRQWHQWRIDQDPHZRXOGEHLWVUHIHUHQW ,WZRXOG
VHHPWRIROORZIURP207KRZHYHU WKDW¶6DQWD&ODXV·GRHVQ·WKDYHDUHIHUHQW DQGVR
QHLWKHUGRHVLWKDYHFRQWHQW %XWWKHQ E\6& VWDWHPHQWVFRQWDLQLQJ¶6DQWD&ODXV·GRQ·W
H[SUHVVSURSRVLWLRQV FRQWUDU\WR2'77KXVRUGLQDU\WKRXJKWDERXWP\WKLFDOFKDUDFWHUV
OLNH6DQWDVHHPVWREHLQWHUQDOO\LQFRKHUHQW
7KHUHLVDVWULFWDQDORJ\EHWZHHQWKHSUREOHPRIHQWDLOPHQWDQGWKHSUREOHPRIUHIHU
HQFHIDLOXUH %RWKSUREOHPVDULVHIRUYLHZVWKDWLQFOXGHDFHUWDLQPHWDSK\VLFDOWKHVLVDQG
DFHUWDLQGLVFRXUVHWKHVLV 7KHPHWDSK\VLFDOSDUWGHQLHVWKHH[LVWHQFHRIDFHUWDLQSLHFHRI
RQWRORJ\ WKHGLVFRXUVHWKHVLVPDNHVDFODLPDERXWVWDWHPHQWVWKDWVHHPVHPDQWLFDOO\WRUH
TXLUHWKDWSLHFHRIRQWRORJ\ 7KHSUREOHP IRUERWKYLHZV DULVHVIURPDVHPDQWLFFRQVWUDLQW
RQZKDWLVUHTXLUHGLQRUGHUIRUWKHUHOHYDQWVWDWHPHQWVWRH[SUHVVSURSRVLWLRQV
, QRZQRWHWKDWWKHUHDGHUZKRLVVNHSWLFDORIWKHSURMHFWRIWU\LQJWRVDYH7KHVHV2
DQG(LVSUREDEO\QRWVNHSWLFDORIWKHSURMHFWRIWU\LQJWRVDYH207 DQG2'7,WLVWDNHQ
IRUJUDQWHGE\PXFKRIWKHOLWHUDWXUHRQUHIHUHQFHIDLOXUHWKDWWKHUHLVVRPHDGHTXDWHZD\

RIUHFRQFLOLQJRUGLQDU\WKRXJKWZLWKV\VWHPDWLFVHPDQWLFV 0RVWSODXVLEOHVROXWLRQVZLOO
VDYH207 E\UHLQWHUSUHWLQJLWDVDJHQXLQHO\WUXHQRQH[LVWHQFHFODLP
0\JRDOKHUHLVWRFRQYLQFHWKHVNHSWLFDOUHDGHUWKDW EHFDXVHRIWKHSDUDOOHOEHWZHHQ
WKHSUREOHPRIUHIHUHQFHIDLOXUHDQGWKHSUREOHPRIHQWDLOPHQW LWZRXOGEHLUUDWLRQDOWR
H[SHFWDVROXWLRQWRWKHIRUPHUEXWQRWWRH[SHFWDVROXWLRQWRWKHODWWHU 6R LI\RXWKLQN
WKHUHMXVWKDVWREHDVROXWLRQWRWKHSUREOHPRIUHIHUHQFHIDLOXUH WKHQ\RXOLNHZLVHVKRXOG
WKLQNWKHUHPXVWEHDVROXWLRQWRWKHSUREOHPRIHQWDLOPHQW 3XWDQRWKHUZD\ LI\RXDUH
HDVLO\ZLOOLQJWRWKURZWKHHUURUWKHRU\RXWWKHZLQGRZ WKHQ\RXRXJKWDOVRWREHZLOOLQJWR
WKURZRUGLQDU\WKRXJKWRXWWKHZLQGRZ ,I\RX·UHQRWHTXDOO\ZLOOLQJWRJLYHXSRQRUGLQDU\
WKRXJKW , ZRXOGVXJJHVWWKDW\RXUHFRQVLGHU\RXUZLOOLQJQHVVWRJLYHXSRQWKHHUURUWKHRU\
WKDWFRQVLVWVSDUWLDOO\LQ7KHVHV2 DQG(
 3OXUDOLVPDERXW3URSHUWLHV DQGLWV5LYDOV
7KHSOXUDOLVWDERXWSURSHUWLHVWKLQNVRXUXVDJHRIWHUPVOLNH¶SURSHUW\· ¶IHDWXUH· DQG
¶DWWULEXWH·LVVRPHWKLQJRIDPHVV 7KHUHDUHPDQ\GLIIHUHQW QRWREYLRXVO\FRPSDWLEOH
UROHVWKDWSURSHUWLHVDUHFDOOHGRQWRÀOO $VDUHVXOW ZKHQDSOXUDOLVWDWWHPSWVWRV\VWHPDWL]H
RXUGLVFRXUVHDERXWSURSHUWLHV KHOHDYHVRSHQZKHWKHULWVKRXOGEHVXEGLYLGHGLQWRPDQ\
6HH HJ 6RDPHV  DQG  YDQ,QZDJHQ  6DOPRQ  DQG&DSODQ 
(YHQGLUHFWUHIHUHQFHYLHZVDERXWQDPHVWU\WRVDYHRUGLQDU\WKRXJKW $FFRUGLQJWRWKHVHYLHZV LIZHLQWHUSUHW207 VWULFWO\ LWHLWKHUFRPHVRXWIDOVHRUHOVHGRHVQ·WH[SUHVVDSURSRVLWLRQ 7KDWLV VXFKYLHZVKROGWKDWZKHQSHRSOHXWWHUFODLPVOLNH207ZKDWWKH\´UHDOO\PHDQµLVWKDW WKHUHLVQR SHUVRQZKRLVLGHQWLFDOZLWK6DQWD RUHOVHWKDW WKHUHLVQR WKLQJWKDWVDWLVÀHVWKHGHVFULSWLYHSURSHUWLHVDUHJHQHUDOO\DVVRFLDWHGZLWKWKHQDPH¶6DQWD&ODXV·VHHWKHUHIHUHQFHVWR6RDPHV 6DOPRQ DQGYDQ,QZDJHQ DERYH &OHDUO\ HYHQWKHVHGLUHFWUHIHUHQFHYLHZVKROGWKDWWKHLGHDWKDWXQGHUOLHV207 LVWUXH 7KDWLVDOO, QHHGIRUP\DUJXPHQWLQWKLVVHFWLRQ IRU LQZKDWIROORZV ,·OODUJXHWKDWZKLOH7KHVLV2 LVIDOVHRQRQHLQWHUSUHWDWLRQ LWLVWUXHRQDQRWKHU
, DPHYHQZLOOLQJWRFODLPWKDW\RXRXJKWWRH[SHFWWKHVROXWLRQVWREHSDUDOOHO 0\VROXWLRQWRWKHSUREOHPRIHQWDLOPHQWLVURXJKO\SDUDOOHOWRD)UHJHDQVROXWLRQWRWKHSUREOHPRIUHIHUHQFHIDLOXUH 2QHZD\RIFRQVWUXLQJ)UHJH·VVROXWLRQLVWRVD\WKDWLKHDFFHSWV207 DQG2'7EXWLLKHDOVRDFFHSWVWZRNLQGRIFRQWHQW VHQVHDQGUHIHUHQFH $QGZKLOHKHDFFHSWV6&RQLWVVHQVHGLVDPELJXDWLRQ KHUHMHFWVLWRQLWVUHIHUHQFHGLVDPELJXDWLRQ $VKHZRXOGSXWLW VHQWHQFHVWKDWLQYROYHUHIHUHQFHIDLOXUHHJ ¶2G\VVHXVGHHSO\DVOHHSGLVHPEDUNHGDW,WKDFD·VWLOO´H[SUHVVWKRXJKWVµ HYHQWKRXJKWKH\GRQRW´KDYHUHIHUHQFHµWKH\GRQRWUHIHUWRWKH7UXHRUWRWKH)DOVH :HZLOOVHHWKDWRXUHUURUWKHRULVWVKRXOGDFFHSWFRUUHODWHVRI207 DQG2'7DQGVKRXOGGUDZDSDUDOOHOGLVWLQFWLRQWRWKHRQH)UHJHGUDZV

VPDOOHU LQWHUQDOO\FRKHUHQW SDUWV 6RPHRQHZKRGRHVQ·WDFNQRZOHGJHWKLVDOOHJHGGLVRUGHU
LQRXUWDONRISURSHUWLHV RUZKRGRHVQ·WOHDYHRSHQWKHSRVVLELOLW\WKDWSURSHUW\WDONVKRXOG
EHGLYLGHGLQWKLVZD\ FRXQWVDVDPRQLVWDERXWSURSHUWLHV
,QWKLVVHFWLRQ ,·OOSURYLGHUHIHUHQFHVWRVXSSRUWWKHLGHDWKDWZHRXJKWWRWDNHSOXUDOLVP
VHULRXVO\ DQG,·OOLQWURGXFHDIHZLPSRUWDQWQRWLRQVUHTXLUHGIRUDSURSHUXQGHUVWDQGLQJRI
WKHYLHZ 7KHQ,·OOPRUHFRQFLVHO\GLVWLQJXLVKYHUVLRQVRISOXUDOLVPIURPLWVULYDOV ,·OO
DOVRSURYLGHDEULHIH[SRVLWLRQRIVRPHRIWKHUROHVWKDWSURSHUWLHVDUHH[SHFWHGWRÀOO 7KH
XSVKRWRIWKHVHFWLRQZLOOEHWKDWLWLVYHU\SODXVLEOHWRWKLQNDQHTXLYRFDWLRQRFFXUVLQWKH
SUREOHPRIHQWDLOPHQW
 /HZLVRQ3OXUDOLVP
7KHFDQRQLFDOWH[WVIURPZKLFKSURSHUW\SOXUDOLVPDULVHVDUHWREHIRXQGLQ'DYLG
/HZLV·VZRUN +HZULWHV
,W·VQRWDVLIZHKDYHÀ[HGRQFHDQGIRUDOO LQVRPHSHUIHFWO\GHÀQLWHDQGXQHTXLYRFDOZD\ RQWKHWKLQJVZHFDOO¶WKHSURSHUWLHV· 5DWKHU ZHKDYHWKHZRUG¶SURSHUW\· LQWURGXFHGE\ZD\RIDYDULHGUHSHUWRU\RIRUGLQDU\DQGSKLORVRSKLFDOXVHV 7KHZRUGKDVWKHUHE\EHFRPHDVVRFLDWHGZLWKDUROHLQRXUFRPPRQVHQVLFDOWKRXJKWDQGLQDYDULHW\RISKLORVRSKLFDOWKHRULHV 7RGHVHUYHWKHQDPHRI¶SURSHUW\·LVWREHVXLWHGWRSOD\WKHULJKWWKHRUHWLFDOUROHRUEHWWHU WREHRQHRIDFODVVRIHQWLWLHVZKLFKWRJHWKHUDUHVXLWHGWRSOD\WKHULJKWUROHFROOHFWLYHO\ %XWLWLVZURQJWRVSHDNRI WKH UROHDVVRFLDWHGZLWKWKHZRUG¶SURSHUW\· DVLILWZHUHIXOO\DQGXQFRQWURYHUVLDOO\VHWWOHG 7KHFRQFHSWLRQLVLQFRQVLGHUDEOHGLVDUUD\ ,WFRPHVLQPDQ\YHUVLRQV GLIIHULQJLQDQXPEHURIZD\V  
+HGLVWLQJXLVKHVDFRXSOHRIFRQFHSWLRQV
6RPHWLPHVZHFRQFHLYHRISURSHUWLHVDV DEXQGDQW VRPHWLPHVDV VSDUVH7KHDEXQGDQWSURSHUWLHVPD\EHDVH[WULQVLF DVJUXHVRPHO\JHUU\PDQGHUHG DVPLVFHOODQHRXVO\GLVMXQFWLYH DV\RXSOHDVH 7KH\SD\QRKHHGWRWKHTXDOLWDWLYHMRLQWV EXWFDUYHXSWKLQJVLQHYHU\ZKLFKZD\ 6KDULQJWKHPKDVQRWKLQJWRGRZLWKVLPLODULW\ 7KHUHLVRQHRIWKHPIRUDQ\FRQGLWLRQZHFRXOGHYHUZULWHGRZQ ,QIDFW WKHSURSHUWLHVDUHDVDEXQGDQWDVWKHVHWVWKHPVHOYHV EHFDXVH
6HH/HZLV   DQG 

IRUDQ\VHWZKDWHYHU WKHUHLVWKHSURSHUW\RIEHORQJLQJWRWKDWVHW  7KHVSDUVHSURSHUWLHVDUHDQRWKHUVWRU\ 6KDULQJWKHPPDNHVIRUTXDOLWDWLYHVLPLODULW\ WKH\FDUYHDWWKHMRLQWV WKH\DUHLQWULQVLF WKH\DUHKLJKO\VSHFLÀF WKHVHWVRIWKHLULQVWDQFHVDUH LSVRIDFWR QRWHQWLUHO\PLVFHOODQHRXV WKHUHDUHRQO\MXVWHQRXJKRIWKHPWRFKDUDFWHUL]HWKLQJVFRPSOHWHO\DQGZLWKRXWUHGXQGDQF\ 
)LQDOO\ KHRIIHUVDPHWKRGRORJLFDOVXJJHVWLRQ
, ZRXOGQRWUHFRPPHQGWKDWZHHQWHULQWRGHEDWHRYHUZKHWKHUWKHSURSHUWLHVUHDOO\DUHDEXQGDQWRUZKHWKHUWKH\UHDOO\DUHVSDUVH :HQHHGQ·WFKRRVHXSVLGHV 5DWKHUZHVKRXOGDFNQRZOHGJHWKDWZHKDYHERWKFRQFHSWLRQV DQGDQDGHTXDWHDFFRXQWRIZKDWWKHUHLVRXJKWWRDFFRPPRGDWHERWK 
/HZLVKHUHDFFHSWVDIRUPRISOXUDOLVP +HWKLQNVRXUWDONRISURSHUWLHVLVLQ´FRQVLGHUDEOH
GLVDUUD\µ 7KHSURSHUWLHVDUHWRVHUYHLQPDQ\GLIIHUHQWUROHV 7KHUHLVQRJXDUDQWHHWKDW
WKHUROHVDUHFRKHUHQWO\FRPELQDEOHLQWRRQHFRPSOHWHFRQFHSWLRQRISURSHUWLHV ,·OODUJXH
WKDWKLVSOXUDOLVPDOORZVIRUDUHVROXWLRQRIWKHSUREOHPRIHQWDLOPHQWRQEHKDOIRIWKHHUURU
WKHRULVW
 7HUPLQRORJLFDO)RXQGDWLRQVIRU3OXUDOLVP
3OXUDOLVP DV, KDYHFKDUDFWHUL]HGLWWKXVIDU LVLQFUHGLEO\YDJXH , KDYHGHVFULEHGLW
PRUHDVDVRUWRIVWDQFHWKDWDSKLORVRSKHUPD\DGRSWZLWKUHVSHFWWRRXUWDONRISURSHUWLHV
WKDQDVDUHDOYLHZZLWKDJHQXLQHVXEMHFWPDWWHU %XWLWLVDVWDWDEOHGRFWULQH SURYLGHGZH
KDYHDQH[SRVLWLRQRIWKHFRUUHFWWHUPLQRORJ\ ,QRUGHUSURSHUO\WRXQGHUVWDQGWKHYLHZ ,·OO
H[SODLQWKHQRWLRQRIDSURSHUW\UROH WKHQRWLRQRIDFRQFHSWLRQRISURSHUWLHV DVZHOODVWKH
QRWLRQRIDFFHSWLQJDFRQFHSWLRQRISURSHUWLHV
$ UROH IRUDNLQGLVDFRQGLWLRQWKDWHQWLWLHVDUHH[SHFWHGWRVDWLVI\LQRUGHUWRFRXQW
DVPHPEHUVRIWKHNLQG 7RWDNHDQH[DPSOHIURPWKHSKLORVRSK\RIODQJXDJH WKHUHDUH
DWOHDVWWZRFUXFLDOUROHVWKDWSURSRVLWLRQVDUHH[SHFWHGWRVDWLVI\ WKH\DUHWRVHUYHDVWKH
, KHUHXVH¶NLQG·LQDVRUWRIYDJXH SUHDQDO\WLFIDVKLRQ ,·OOVSHDNDVLI´WKHSURSHUWLHVµDQG´WKHSURSRVLWLRQVµGHOLPLW´NLQGVµ %XWWKHUHLVDQRWKHU SRVWDQDO\WLFVHQVHRI¶NLQG· RQZKLFKGLIIHUHQWFRQFHSWLRQVRISURSHUWLHVRUSURSRVLWLRQVPD\FRUUHVSRQGWRUDGLFDOO\GLIIHUHQW´NLQGVµRIHQWLW\IRUH[DPSOHSURSHUWLHVRQRQHFRQFHSWLRQPD\EHEHVWWKRXJKWRIDV$ULVWRWHOLDQXQLYHUVDOV ZKLOHRQDQRWKHUWKH\PD\EHEHVWWKRXJKWRIDVFODVVHV ,WLVLPSRUWDQWQRWWRFRQIXVHWKHVHWZRXVHVRIWKHZRUGLQZKDWIROORZV

SULPDU\EHDUHUVRIWUXWKDQGIDOVLW\ DQGDVWKHREMHFWVRIRXUDWWLWXGHVRIEHOLHI GHVLUH DQG
WKHOLNH $ SURSHUW\UROH WKHQ LVDFRQGLWLRQWKDWHQWLWLHVPXVWVDWLVI\LQRUGHUWRFRXQWDV
SURSHUWLHV ,WLVLPSRUWDQWWKDWUROHV DV, DPFRQFHLYLQJWKHP DUHDQDO\WLFRIWKHLUVXEMHFW
PDWWHUV LW·VSDUWRIWKHFRQFHSWRIDSURSRVLWLRQWKDWSURSRVLWLRQVDUHWKHSULPDU\EHDUHUV
RIWUXWKDQGIDOVLW\ ,WLVDOVRLPSRUWDQWWRQRWHWKDWZHVKRXOGQRWH[SHFWDQ\SHUIHFWO\
SUHFLVHH[SOLFDWLRQRIWKHVHUROHV DWOHDVW QRWDWÀUVW 3URSHUW\UROHV ERWKLQRUGLQDU\
GLVFRXUVHDQGLQPDQ\SKLORVRSKLFDOWKHRULHV DUHVXIÀFLHQWO\LQFKRDWHWRHYDGHSUHFLVH
FKDUDFWHUL]DWLRQ 1RQHWKHOHVV WKHYDULRXVUROHVWKDWDUHDVVRFLDWHGZLWKDNLQGPD\QRWEH
VDWLVÀDEOHDWRQFHE\DQ\FROOHFWLRQRIHQWLWLHVIURPDVLQJOHRQWRORJLFDOFDWHJRU\ WKH\PD\
EHGLIIHUHQWHQRXJKVRDVWRPDNHWKLVLPSRVVLEOH 2QFHZHVWDUWV\VWHPDWL]LQJWKHSURSHUW\
UROHV ZHPD\ÀQGWKDWVRPHRIWKHPJRWRJHWKHULQDFRKHUHQWIDVKLRQ ZKLOHRWKHUVGRQRW
$ FRQFHSWLRQ RIDNLQGLVDGHWHUPLQDWHFROOHFWLRQRIHQWLWLHVWKDWMRLQWO\DUHÀWWRVDWLVI\
VRPHVXEVHWSURSHURULPSURSHURIWKHUROHVRIWKHNLQG 7RH[WHQGRXUH[DPSOHIURP
WKHSKLORVRSK\RIODQJXDJH WKHUHLVDFRQFHSWLRQRISURSRVLWLRQVDVVHWVRISRVVLEOHZRUOGV
UHODWLYHWRDFHUWDLQNLQGRIVHPDQWLFIUDPHZRUN VHWVRISRVVLEOHZRUOGVDUHÀWWRVHUYHDV
WKHEHDUHUVRIWUXWKYDOXH DVZHOODVWKHREMHFWVRISURSRVLWLRQDODWWLWXGHV $ FRQFHSWLRQ
RISURSHUWLHV LVWKHQDSUHFLVHFROOHFWLRQRIHQWLWLHVWKDWMRLQWO\PD\VDWLVI\VRPHVXEVHW
RIWKHSURSHUW\UROHV 8QOLNHWKHSURSHUW\UROHV DFRQFHSWLRQRISURSHUWLHVLVDUHVXOWRI
SKLORVRSKLFDOV\VWHPDWL]DWLRQ VRLWLVXQDFFHSWDEOHIRUDFRQFHSWLRQWREHLQFKRDWHWRWKH
VDPHH[WHQWWKDWWKHUROHVDUH ,QWXLWLYHO\ FRQFHSWLRQVPXVWEHUHDVRQDEO\SUHFLVH ZKHUHDV
UROHVPD\EHTXLWHYDJXHLQGHHG
3DUWRIWKHSUHFLVLRQWKDWLVLPSXWHGWRDFRQFHSWLRQLVPDQLIHVWHGLQ FULWHULDRILQGLYLGX
DWLRQ ZKLFKVSHFLI\FRQGLWLRQVRILGHQWLW\DQGGLIIHUHQFHIRUWKHHQWLWLHVRIWKHFRQFHSWLRQ
, GRQRWLQWHQGWRGHÀQH/HZLV·VXVDJHRI¶FRQFHSWLRQ·LQWKHDERYHSDVVDJHV 7KHLQWXLWLYHGLIIHUHQFHEHWZHHQWKHVHWZRVHQVHVRI¶FRQFHSWLRQ·KROGVLQYLUWXHRIWKHIDFWWKDW/HZLVXVHVWKHWHUPYDJXHO\WRWDONDERXWDSUHDQDO\WLFQRWLRQ ZKHUHDV, XVHLWWRWDONSUHFLVHO\DERXWDSRVWDQDO\WLFQRWLRQ 7KLVURXJKO\FRUUHVSRQGVWRWKHGLIIHUHQFHEHWZHHQWKHWZRVHQVHVRI¶NLQG·WKDW, QRWHGDERYH )RUDXVDJHRI¶FRQFHSWLRQ·WKDWLVPRVWVLPLODUWRPLQH VHH%ULFNHU 

7KHVHFULWHULDPD\EHWKRXJKWRIDVGHULYLQJIURPWKHYDJXHUROHVWKDWWKHFRQFHSWLRQLV
VXSSRVHGWRFDSWXUH 7KXV RQDFHUWDLQSRVVLEOHZRUOGVFRQFHSWLRQRISURSRVLWLRQ SURSR
VLWLRQVDUHLGHQWLFDOZKHQWKH\DUHWUXHDWDOOWKHVDPHSRVVLEOHZRUOGV DQGEHOLHYHGRU
GLVEHOLHYHG WRWKHVDPHGHJUHH E\DOOWKHVDPHLQGLYLGXDOV RWKHUZLVH WKH\DUHGLVWLQFW
'LIIHUHQWFRQFHSWLRQVRISURSHUWLHVZLOOFRPHSUHSDFNDJHGZLWKGLIIHUHQWFULWHULDRILQGL
YLGXDWLRQ GHSHQGLQJXSRQZKLFKUROHVWKHFRQFHSWLRQLVPHDQWWRFDSWXUH ,WLVFUXFLDOWR
QRWHWKDW VLQFHUROHVDUHDQDO\WLFRIWKHLUNLQGV WKHFULWHULDRILQGLYLGXDWLRQDUH DVDUHVXOW
DOVRDQDO\WLF WKHFULWHULDRILQGLYLGXDWLRQRIDFRQFHSWLRQSDUWLDOO\GHÀQHLW $ FRQVHTXHQFH
RIWKLVLVWKDWGLIIHUHQWFODLPVDERXWGLIIHUHQWFRQFHSWLRQVRISURSHUWLHVGRQRWFRPSULVHGLI
IHUHQWWKHRULHVDERXWWKHVDPHWKLQJ 7KH\QHHGQRWEHLQFRPSHWLWLRQZLWKRQHDQRWKHU
LQWXLWLYHO\ WKHUHPD\EHPDQ\HTXDOO\DFFHSWDEOHFRQFHSWLRQVRISURSHUWLHV
)LQDOO\ ZHPD\VD\WKDWDSKLORVRSKHU DFFHSWVDFRQFHSWLRQ RIDNLQGZKHQKHDFFHSWV
HQWLWLHVÀWWRVHUYHLQWKHUROHVRIWKDWFRQFHSWLRQ DQGVRGRQRWYLRODWHWKHFULWHULDRILQ
GLYLGXDWLRQRIWKHFRQFHSWLRQ ,IDSKLORVRSKHUDFFHSWVFODVVHVRISRVVLEOHZRUOGVDQGWKH\
VDWLVI\WKHFULWHULDRILQGLYLGXDWLRQRIDFHUWDLQSRVVLEOHZRUOGVFRQFHSWLRQRISURSRVLWLRQV
WKHQKHWKHUHE\DFFHSWVWKDWFRQFHSWLRQRISURSRVLWLRQV /LNHZLVH DSKLORVRSKHU DFFHSWVD
FRQFHSWLRQRISURSHUWLHV ZKHQKHDFFHSWVHQWLWLHVWKDWWRJHWKHUPD\ÀOOWKHUROHVRIWKHFRQ
FHSWLRQDQGWKDWGRQRWYLRODWHLWVFULWHULDRILQGLYLGXDWLRQ 'HSHQGLQJXSRQWKHFDWHJRULHV
DQGTXDQWLWLHVRIWKHHQWLWLHVWKDWDSKLORVRSKHUDFFHSWV KHPD\DFFHSWQRQH RQH RUPDQ\
FRQFHSWLRQVRISURSHUWLHV
 6RPH5ROHVIRU$EXQGDQWDQG6SDUVH&RQFHSWLRQV
,QRUGHUIXUWKHUWRFODULI\SOXUDOLVPDERXWSURSHUWLHVDQGLWVULYDOV ,·OOQHHGWRSURYLGH
DEULHIVXPPDU\RIWKHSURSHUW\UROHV %HIRUH, GRVR LWLVLQVWUXFWLYHWRUHLWHUDWHWKDWWKH
UROHVQHHGQRWEHVSHFLÀHGLQDFRPSOHWHO\GHWHUPLQDWHPDQQHU WKH\QHHGQRWEHSUHFLVH
)RUUHIHUHQFHV VHH/HZLV DQG  6ZR\HU  DQG%ULFNHU 

,QWKHDERYHSDVVDJHV /HZLVFRQYHQLHQWO\GLYLGHVFRQFHSWLRQVRISURSHUWLHVEHWZHHQ
VSDUVHDQGDEXQGDQW 7KHGLIIHUHQFHVLQWKHDEXQGDQFHRISURSHUWLHVRQYDULRXVFRQFHSWLRQV
DULVHVIURPGLIIHUHQFHVLQWKHUROHVWKHFRQFHSWLRQVDUHH[SHFWHGWRÀOO 7KHUHDUHWZRPDLQ
SURSHUW\UROHVWKDWQDWXUDOO\DUHÀOOHGE\DEXQGDQWFRQFHSWLRQVRISURSHUWLHV 2QWKHÀUVW
WKHUHLVDSURSHUW\IRUDQ\FODVVRIHQWLWLHV $ FRQFHSWLRQWKDWVDWLVÀHVWKLVUROHZLOOFRPH
ZLWKUHDG\PDGHFULWHULDRILQGLYLGXDWLRQ DVFODVVHVDUHLGHQWLFDOMXVWLQFDVHWKH\KDYHDOO
WKHVDPHPHPEHUV 6LQFHWKHFODVVHV DVWKH\DUHVWDQGDUGO\FRQFHLYHG DUHYHU\DEXQGDQW
LQGHHG SURSHUWLHVDUHOLNHZLVHYHU\DEXQGDQWRQWKLVFRQFHSWLRQ
0RUHLPSRUWDQWIRURXUSXUSRVHVLVDVHFRQGUROH RQZKLFKSURSHUWLHVDUHH[SHFWHGWR
EHWKH´PHDQLQJVµRIOLQJXLVWLFFRQGLWLRQVWKDWPD\EHDVVHUWHGWRKROGRILQGLYLGXDOV HJ
¶LVUHG· ¶LVURXQG· DQGVRRQ 7KHTXDQWLW\RIH[SUHVVLEOHFRQGLWLRQVLVODUJH VRSURSHUWLHV
DUHDOVRYHU\DEXQGDQWRQDFRQFHSWLRQWKDWVDWLVÀHVWKLVUROH ,QDGGLWLRQ VLQFHWKHUHLVQRW
MXVWRQHVLQJOHQRWLRQRIPHDQLQJ WKHFULWHULDRILQGLYLGXDWLRQDVVRFLDWHGZLWKVXFKDFRQ
FHSWLRQZLOOYDU\DFFRUGLQJWRZKDWQRWLRQRIPHDQLQJLVDWXVHLQVSHFLI\LQJWKHUROH ,Q
P\RSLQLRQ GLIIHUHQWQRWLRQVRIPHDQLQJPD\EHGHULYHGIURPGLIIHUHQWVHPDQWLFDOIUDPH
ZRUNV WKXVJLYLQJXVGLIIHUHQWFULWHULDIRUVDPHQHVVRIPHDQLQJ DQGVRGLIIHUHQWFULWHULD
RILQGLYLGXDWLRQ )RUH[DPSOH LQDQH[WHQVLRQDO7DUVNLDQIUDPHZRUN DEXQGDQWSURSHUWLHV
ZLOOEHLGHQWLFDOZKHQWKH\KDYHWKHVDPHH[WHQVLRQLH WKH\DSSO\WRDOOWKHVDPHDFWXDO
REMHFWV 2QDVLPSOHSRVVLEOHZRUOGVIUDPHZRUN DEXQGDQWSURSHUWLHVZLOOEHLGHQWLFDO
ZKHQWKH\KDYHWKHVDPHLQWHQVLRQLH WKH\DSSO\WRDOOWKHVDPHSRVVLEOHREMHFWV ,Q
VRPHIUDPHZRUNV PHDQLQJVPD\EHDUFRPSOH[VWUXFWXUH DQGVRVDPHQHVVRIDSSOLFDWLRQ
LVLQVXIÀFLHQWWRJXDUDQWHHVDPHQHVVRIPHDQLQJ 6RPHPRUHFRPSOH[FULWHULDRILQGLYLG
XDWLRQDUHUHTXLUHGRQVXFKFRQFHSWLRQV SURSHUWLHVZLOOEHLGHQWLFDOZKHQWKH\FRLQFLGHLQ
DSSOLFDWLRQDQGKDYHWKHVDPHVWUXFWXUH
6H HJ /HZLV  RQWKHPDQ\VHQVHVRI¶PHDQLQJ·
6HH/HZLV   RQKRZWRFRQVWUXFWVWUXFWXUHGPHDQLQJVIURPXQVWUXFWXUHGRQHV

$WWKLVSRLQW LWLVLQVWUXFWLYHWRQRWHWKDW¶SURSHUW\· DVLWRFFXUVLQ6& VHHPVWREH
XVHGLQWKLVDEXQGDQWVHQVH :KHQDSKLORVRSKHUFODLPVWKDW XQOHVVDSUHGLFDWHH[SUHVVHV
DSURSHUW\ VWDWHPHQWVFRQWDLQLQJLWGRQ·WH[SUHVVSURSRVLWLRQV KHVHHPVWREHLQYRNLQJ
DSURSHUW\UROHRQZKLFKSURSHUWLHVDUHWRVHUYHDVPHDQLQJV )XUWKHUUHDVRQWRLQWHUSUHW
6&LQWKLVZD\DULVHVZKHQZHFRQVLGHUVSDUVHFRQFHSWLRQVRISURSHUWLHVDQGWKHLUUROHV
SURSHUWLHVVSDUVHO\FRQFHLYHGVHHPQRWWRVHUYHDVPHDQLQJV
5ROHVWKDWPD\EHÀOOHGE\VSDUVHFRQFHSWLRQVRISURSHUWLHVWHQGWRGHULYHIURPPHWD
SK\VLFDOWKHRULHV RUIURPRWKHUSKLORVRSKLFDOWKHRULHV 7KH\PD\EHUHTXLUHGWRSURYLGHD
EDVLVIRUDFRPSOHWHTXDOLWDWLYHVSHFLÀFDWLRQRIWKHZRUOG WRVHUYHDVSDUWRIDIRXQGDWLRQIRU
QDWXUDOODZVDQGIDFWVDERXWFDXVDWLRQ WRH[SODLQWKHH[LVWHQFHRIREMHFWLYHUHVHPEODQFHV
DPRQJLQGLYLGXDOV RUWRSURYLGHREMHFWLYHFRQVWUDLQWVRQWKHLQWHUSUHWDWLRQRIODQJXDJHDQG
WKRXJKW 6LQFHLWLVQRWREYLRXVWKDWWKHUHLVH[DFWO\RQHFRQFHSWLRQRISURSHUWLHVWKDW
LVDEOHWRÀOODOOWKHVHUROHV LWPD\WXUQRXWWKDWWKHUHDUHPXOWLSOHVSDUVHFRQFHSWLRQVRI
SURSHUWLHV HDFKZLWKLWVRZQFULWHULDRILQGLYLGXDWLRQ
$OWKRXJK,·OOQRWWU\SUHFLVHO\WRGLIIHUHQWLDWHSDUWLFXODUVSDUVHFRQFHSWLRQVKHUH LWLV
FUXFLDOWRQRWHWKDWWKHFULWHULDRILQGLYLGXDWLRQRIDVSDUVHFRQFHSWLRQZLOOEHPRUHVWULFW
WKDQWKHFULWHULDRIDQDEXQGDQWFRQFHSWLRQ )RUH[DPSOH RQDVWDQGDUGVSDUVHFRQFHS
WLRQ WKHFULWHULDRILQGLYLGXDWLRQZLOOKDYHWRPHQWLRQWKHQRWLRQRIREMHFWLYHUHVHPEODQFH
SURSHUWLHV) DQG* ZLOOEHLGHQWLFDORQO\LI ZKHQHYHULQGLYLGXDOV[DQG\UHVSHFWLYHO\KDYH
) DQG*[DQG\REMHFWLYHO\UHVHPEOHHDFKRWKHULQVRPHUHVSHFW %XWWKHUHLVQRQHFHV
VDU\FRQQHFWLRQWRREMHFWLYHUHVHPEODQFHRQDQDEXQGDQWFRQFHSWLRQ WZRREMHFWLYHO\YHU\
GLIIHUHQWLQGLYLGXDOVPLJKWVDWLVI\WKHYHU\VDPHGLVMXQFWLYHFRQGLWLRQ ,WLVQDWXUDOWRFRQ
FOXGHIURPWKLVWKDWVSDUVHSURSHUWLHVPD\EHSXWLQWRRQHRQHFRUUHVSRQGHQFHZLWKVRPH
SURSHUVXEVHWRIDEXQGDQWSURSHUWLHV DQGVRWKHVSDUVHSURSHUWLHVDUHVWULFWO\OHVVDEXQGDQW
$VDUHVXOWRIWKLVGLIIHUHQFHEHWZHHQVSDUVHDQGDEXQGDQWFRQFHSWLRQV LWLVFRKHUHQWWR
)RUDPRUHWKRURXJKVXPPDU\RIWKHVHUROHV DVZHOODVUHIHUHQFHV VHH6ZR\HU DQG%ULFNHU 

DFFHSWWKHH[LVWHQFHRIDFHUWDLQDEXQGDQWSURSHUW\ZKLOHPDLQWDLQLQJWKDWLWGRHVQ·WKDYH
DQ\VSDUVHFRUUHODWH
 0RUH3UHFLVH&KDUDFWHUL]DWLRQVRI3OXUDOLVPDQGLWV5LYDOV
:LWKWKHVHSUHOLPLQDULHVLQPLQG ZHDUHLQDSRVLWLRQWRGLVWLQJXLVKSOXUDOLVPIURPLWV
ULYDOV )LUVW WKHUHLVWKHQLKLOLVWLFSKLORVRSKHU ZKRDFFHSWVQRFRQFHSWLRQRISURSHUWLHV
VSDUVHRUDEXQGDQW $FFRUGLQJWRWKLVYLHZ WKHUHLVQRFROOHFWLRQRIHQWLWLHVWKHPHPEHUV
RIZKLFKFDQVDWLVI\DQ\RIWKHSURSHUW\UROHV , PHQWLRQWKLVYLHZRQO\EHFDXVHLWLVLQ
WKHVSDFHRISRVVLEOHYLHZV DQGQRWEHFDXVHLWLVSODXVLEOH 6HFRQG WKHUHLVWKHPRQLVWLF
SKLORVRSKHUZKRDFFHSWVRQO\RQHDEXQGDQWFRQFHSWLRQRISURSHUW\ DQGFODLPVWKDWWKLV
FRQFHSWLRQLVDEOHRQO\WRÀOODVLQJOHDEXQGDQWUROH $FFRUGLQJWRWKLVYLHZ WKHUHVLPSO\
DUHQ·WHQRXJKLQGLYLGXDOVRIWKHULJKWFDWHJRULHVWRÀOODQ\RIWKHVSDUVHFRQFHSWLRQVRI
SURSHUW\ SHUKDSVWKHFULWHULDRILQGLYLGXDWLRQZRXOGKDYHWREHWRRYDJXHRULQGHWHUPLQDWH
,WLVFUXFLDOWRQRWHWKDWERWKRIWKHVHSKLORVRSKHUV²WKHQLKLOLVWDQGWKHPRQLVW²PLJKW
DFNQRZOHGJHWKDWWKHUHDUHWKHYDULHW\RISURSHUW\UROHVWKDW, KDYHVXJJHVWHG ,WPD\EH
WKDWWKH\ÀQGWKHVHUROHVHLWKHUWRRP\VWHULRXVRULQFRKHUHQWWRSRVLWHQWLWLHVWKDWPLJKWÀOO
WKHP
2SSRVHGWRERWKRIWKHVHYLHZVLVWKHPRQLVWLFSKLORVRSKHUZKRDFFHSWVMXVWRQHFRQ
FHSWLRQRISURSHUWLHV DQGFODLPVWKDWWKHRQHFRQFHSWLRQFDQÀOODOOWKHSURSHUW\UROHV 2Q
WKLVYLHZ WKHUHLVDVLQJOHFROOHFWLRQRIHQWLWLHV ZKRVHFULWHULDRILQGLYLGXDWLRQDUHGHWHU
PLQHG MRLQWO\ E\DOOWKHSURSHUW\UROHVWKDW, KDYHVXJJHVWHG ,QP\RSLQLRQ VXFKDYLHZLV
LPSODXVLEOHXQWLOVXFKFULWHULDRILQGLYLGXDWLRQFDQEHVSHOOHGRXWLQDPRUHSUHFLVHPDQQHU
7KHH[WUHPHGLYHUVLW\RIWKHSURSHUW\UROHVSURYLGHVGHIHDVLEOHUHDVRQWRUHMHFWVXFKDYLHZ
)LQDOO\ WKHUHDUHYLHZVWKDWTXDOLI\DVJHQXLQHIRUPVRISOXUDOLVP $ ZHDNSOXUDOLVWZLOO
DFFHSWDWOHDVWRQHFRQFHSWLRQWKDWVDWLVÀHVDVSDUVHSURSHUW\UROH DQGDWOHDVWRQHFRQFHSWLRQ
WKDWVDWLVÀHVDQDEXQGDQWSURSHUW\UROH 7KLVSKLORVRSKHUZLOOFODLPWKDWWKHFRQFHSWLRQVKH
6HH HJ 4XLQH DQG 

DFFHSWVFRPHZLWKGLIIHUHQWFULWHULDRILQGLYLGXDWLRQ VRWKH\DUHGLIIHUHQWFRQFHSWLRQVRI
SURSHUWLHV $ VWURQJSOXUDOLVW RQWKHRWKHUKDQG ZLOODFFHSWFRQFHSWLRQVHQRXJKIRUHYHU\
SURSHUW\UROH VSDUVHDQGDEXQGDQW 'HSHQGLQJXSRQWKHFULWHULDRILQGLYLGXDWLRQKHHQGV
XSZLWK KHPD\DFFHSWPRUHWKDQWZRFRQFHSWLRQVRISURSHUW\ ,QDQ\FDVH WKHUHZLOOEH
RQHFRQFHSWLRQIRUHDFKVHWRIFULWHULD 7KXV ZKLOHWKHRQWRORJ\RIWKHFRQFHSWLRQVPD\
RYHUODS WKHFRQFHSWLRQVDUHGLIIHUHQW VRORQJDVWKHLUFULWHULDDUHGLIIHUHQW
,·OOQRZUHJLVWHUDQRSLQLRQDERXWWKHVHYDULRXVNLQGVRIQLKLOLVP PRQLVP DQGSOXUDOLVP
DERXWSURSHUWLHV , EHOLHYHWKDWDSKLORVRSKHURXJKWWRDFFHSW IRUHDFKFRKHUHQWSURSHUW\
UROH DFRQFHSWLRQWKDWÀOOVWKDWUROH 7KLVLVQRWWRVD\WKDWWKHUHPXVWEHDGLVWLQFWFRQFHSWLRQ
IRUHDFKUROH %XWLWLVWRVD\WKDWDQDGHTXDWHWKHRU\RISURSHUWLHVPXVWDFFRPPRGDWHHYHU\
SURSHUW\UROHLQVRPHZD\ 7KHUHIRUH ,·OOSUHVXSSRVHWKHVWURQJYHUVLRQRISOXUDOLVPLQ
P\UHVROXWLRQRIWKHSUREOHPRIHQWDLOPHQW 7KLVIRUPRISOXUDOLVPRSHQVWKHGRRUIRUD
FOHDQVROXWLRQWRWKHSX]]OH
 $ 3OXUDOLVW6ROXWLRQWRWKH3UREOHPRI(QWDLOPHQW
,QWKLVVHFWLRQ ,·OOGLVWLQJXLVKWKHFRKHUHQWYHUVLRQVRIWKHPHWDSK\VLFDOWKHVLVIURP
LWVLQFRKHUHQWYHUVLRQV 7KHVHGLVWLQFWLRQVPDNHHVVHQWLDOXVHRIWKHGLVWLQFWLRQEHWZHHQ
VSDUVHDQGDEXQGDQWSURSHUWLHV WKRXJKWKH\DUHQRWIRUPXODWHGLQWHUPVRIVSHFLÀFVSDUVH
RUDEXQGDQWFRQFHSWLRQV ,·OOVKRZWKDW RQFHZHDFNQRZOHGJHWKHPDQ\YHUVLRQVRIWKH
PHWDSK\VLFDOWKHVLV WKHSUREOHPRIHQWDLOPHQWGLVVROYHV )LQDOO\ ,·OODUJXHWKDWWKHHUURU
WKHRULVWRXJKWWRLPSRVHDFHUWDLQRUGHULQJRIHSLVWHPRORJLFDOSULRULW\RQWKHPHWDSK\VLFDO
WKHVHVKHDFFHSWV
 )RXU9HUVLRQVRIWKH0HWDSK\VLFDO7KHVLV
5HFDOOWKH´RQWRORJLFDOµDQG´LQVWDQWLDWLRQµYHUVLRQVRIWKHPHWDSK\VLFDOWKHVLV $F
FRUGLQJWRWKHÀUVW WKHUHDUHQRPRUDOSURSHUWLHV RQWKHVHFRQG DOWKRXJKWKHUHDUHPRUDO
&RPSDUH/HZLV DQG%ULFNHU 

SURSHUWLHV QRQHDUHHYHULQVWDQWLDWHG 7KHPDLQSUREOHPZLWKWKHVHIRUPXODWLRQVLVWKDW
WKH\GRQRWVXJJHVWZKLFKFRQFHSWLRQVRISURSHUWLHVDUHDWLVVXH 7KH\FRXOGEHXQGHUVWRRG
DVEHLQJDERXWSURSHUWLHVRQFHUWDLQDEXQGDQWFRQFHSWLRQV¶DEXQGDQWSURSHUWLHV· RUDERXW
SURSHUWLHVRQVSDUVHFRQFHSWLRQV¶VSDUVHSURSHUWLHV·
, KDYHDUJXHGWKDW IRUGLIIHUHQWFRQFHSWLRQVRISURSHUWLHV ZHJHWGLIIHUHQWLQWHUSUHWD
WLRQVRIWKHPHWDSK\VLFDOWKHVLV 7KLVLVDUHVXOWRIWKHIDFWWKDWGLIIHUHQWFRQFHSWLRQVKDYH
GLIIHUHQWDQDO\WLFFULWHULDRILQGLYLGXDWLRQ WKHVHFULWHULD LQDVHQVH ´JLYHWKHPHDQLQJµ
RI¶SURSHUW\·RQWKHLUUHVSHFWLYHFRQFHSWLRQV 6LQFH, KDYHQRWSURYLGHGXVZLWKSUHFLVH
FULWHULDRILQGLYLGXDWLRQIRUWKHSURSHUWLHVRIYDULRXVFRQFHSWLRQV ,·OOPDNHWKHVLPSOLI\LQJ
DVVXPSWLRQWKDWWKHUHLVMXVWRQHDEXQGDQWFRQFHSWLRQDQGMXVWRQHVSDUVHFRQFHSWLRQ 7KHQ
ZHJHWWZRYHUVLRQVRIWKHRQWRORJLFDOIRUPRI7KHVLV
7KHVLV2$7KH$EXQGDQW2QWRORJLFDO0HWDSK\VLFDO7KHVLV 7KHUHDUHQRDEXQGDQWPRUDOSURSHUWLHV LQVSHFLÀF WKHUHDUHQRDEXQGDQWREMHFWLYHYDOXHV
7KHVLV267KH6SDUVH2QWRORJLFDO0HWDSK\VLFDO7KHVLV 7KHUHDUHQRVSDUVHPRUDOSURSHUWLHV LQVSHFLÀF WKHUHDUHQRVSDUVHREMHFWLYHYDOXHV
7KHVHWKHVHVLQYRNHGLVWLQFWFRQFHSWLRQVRISURSHUWLHV DQGVR LQHIIHFW WKH\SUHVXSSRVH
GLIIHUHQWWKLQJVDERXWZKDWUROHV´SURSHUWLHVµDUHUHTXLUHGWRÀOO 7KHDEXQGDQWYHUVLRQ
SUHVXSSRVHVDEXQGDQWUROHV DQGWKHVSDUVHYHUVLRQSUHVXSSRVHVVSDUVHUROHV
,QDGGLWLRQ ZKLOHLWLVQRWEODWDQWO\LQFRKHUHQWIRUDQHUURUWKHRULVWWRDFFHSW7KHVLV26
7KHVLV2$ LVFOHDUO\QRWVRPHWKLQJDQHUURUWKHRULVWZLOOOLNH 2QDVWDQGDUGDEXQGDQWFRQ
FHSWLRQRISURSHUWLHV SURSHUWLHVDUHWRVHUYHDVWKHFRQWHQWVRISUHGLFDWHH[SUHVVLRQV IRU
DQ\FRQWHQWIXOSUHGLFDWHH[SUHVVLRQ WKHUHLVWKHDEXQGDQWSURSHUW\WKDWLVLWVFRQWHQW 6LQFH
RXUHUURUWKHRULVWDOORZVWKDWEDVLFPRUDOSUHGLFDWHVKDYHFRQWHQW KHWKHUHE\DFFHSWVDEXQ
GDQWPRUDOSURSHUWLHV ,PSRUWDQWO\ DQ\HUURUWKHRULVWZKRDFFHSWVWKDWPRUDOVWDWHPHQWV
KDYHHQWDLOPHQWVZLOOZDQWWRKROGWKDWPRUDOSUHGLFDWHVKDYHFRQWHQW 6RWKLVHUURUWKHRULVW
ZLOOZDQWWRUHMHFW7KHVLV2$ LQIDYRURIWKHFODLPWKDWWKHUHDUHDEXQGDQWPRUDOSURSHU
WLHV 7KHVLV26 LVDQRWKHUPDWWHU VLQFH DV, KDYHQRWHG LWLVFRKHUHQWWRDFFHSWDFHUWDLQ

DEXQGDQWSURSHUW\EXWUHMHFWDQ\VSDUVHFRUUHODWHRILW ,QGHHG , ZLOODUJXHEHORZWKDWRXU
HUURUWKHRULVWRXJKWWRDFFHSW7KHVLV26
7KHUHDUHDOVRWZRYHUVLRQVRI7KHVLV,DFFRUGLQJWRZKLFKPRUDOSURSHUWLHVDUHQRW
LQVWDQWLDWHG 2QWKHDVVXPSWLRQWKDWWKHUHDUHMXVWRQHVSDUVHDQGRQHDEXQGDQWFRQFHSWLRQ
RISURSHUWLHV ZHJHWWZRYHUVLRQVRIWKLVWKHVLV
7KHVLV,$7KH$EXQGDQW,QVWDQWLDWLRQ0HWDSK\VLFDO7KHVLV 7KHUHDUHDEXQGDQWPRUDOSURSHUWLHV EXWWKH\DUHQRWLQVWDQWLDWHG LQVSHFLÀF DOWKRXJKWKHUHDUHDEXQGDQWREMHFWLYHYDOXHV WKH\DUHQRWLQVWDQWLDWHG
7KHVLV,67KH6SDUVH,QVWDQWLDWLRQ0HWDSK\VLFDO7KHVLV 7KHUHDUHVSDUVHPRUDOSURSHUWLHV EXWWKH\DUHQRWLQVWDQWLDWHG LQVSHFLÀF DOWKRXJKWKHUHDUHVSDUVHREMHFWLYHYDOXHV WKH\DUHQRWLQVWDQWLDWHG
/LNH7KHVHV2$ DQG26WKHVHWKHVHVLQYRNHGLIIHUHQWUROHVIRUSURSHUWLHV 6LQFH, EHOLHYH
WKDWWKHW\SLFDOHUURUWKHRULVWZLOODFFHSW7KHVLV26LWZRXOGEHLQFRKHUHQWIRUKLPWRDFFHSW
7KHVLV,6,QVWHDG VXFKDQHUURUWKHRULVWRXJKWWREHLQWHUSUHWHGDVDFFHSWLQJ7KHVLV,$
,IWKHHUURUWKHRULVWFODLPHGWKDWDEXQGDQWPRUDOSURSHUWLHVZHUHLQVWDQWLDWHG WKHQLWVHHPV
KHZRXOGEHFRPPLWWHGWRWKHWUXWKRIVRPHPRUDOVWDWHPHQWV (UURUWKHRULVWVFOHDUO\ZDQW
WRDYRLGWKLVUHVXOW
7KLVGLVFXVVLRQVXJJHVWVWKDWDQHUURUWKHRULVWKDVVRPHUHDVRQWRDFFHSWWZRYHUVLRQV
RIWKHPHWDSK\VLFDOWKHVLV7KHVLV26 DQG7KHVLV,$DVZHOODVVRPHUHDVRQWRUHMHFW
WKHRWKHUWZRYHUVLRQV7KHVLV,6 DQG7KHVLV2$
 7KH6ROXWLRQ
-XVWDVWKHUHDUHIRXUYHUVLRQVRIWKHPHWDSK\VLFDOWKHVLV JLYHQSOXUDOLVP WKHUHDUHWZR
YHUVLRQVRIWKHVHFRQGVHPDQWLFFRQVWUDLQW
6&$1R$EXQGDQW3URSHUWLHV 1R3URSRVLWLRQV ,IDSUHGLFDWHGRHVQ·WH[SUHVVDQDEXQGDQWSURSHUW\ WKHQQRVWDWHPHQWFRQWDLQLQJLWH[SUHVVHVDSURSRVLWLRQ
6&61R6SDUVH3URSHUWLHV 1R3URSRVLWLRQV ,IWKHUHLVQRVSDUVHSURSHUW\FRUUHVSRQGLQJWRDSUHGLFDWH WKHQQRVWDWHPHQWFRQWDLQLQJWKHSUHGLFDWHH[SUHVVHVDSURSRVLWLRQ

$QGMXVWDV7KHVLV2$ VKRXOGEHUHMHFWHGRXWRIKDQGE\WKHFOHDUKHDGHGHUURUWKHRULVW
6&6 VKRXOGEHUHMHFWHGRXWRIKDQGE\DQ\FOHDUKHDGHGSKLORVRSKHU ,QJHQHUDO IURPWKH
IDFWWKDWDFHUWDLQSUHGLFDWHGRHVQ·WFRUUHVSRQGWRDVSDUVHSURSHUW\ QRWKLQJIROORZVDERXW
ZKHWKHUVWDWHPHQWVFRQWDLQLQJWKHSUHGLFDWHH[SUHVVSURSRVLWLRQV 7KLVLVFOHDU IRUH[DPSOH
LIZHVXSSRVHWKDWWKHVSDUVHFRQFHSWLRQLQYROYHVWKHQRWLRQRIREMHFWLYHUHVHPEODQFH )RU
DQ\VXIÀFLHQWO\GLVMXQFWLYHSUHGLFDWH WKHUHDUHW\SLFDOO\SRVVLEOHLQGLYLGXDOVWKDWVDWLVI\
WKHSUHGLFDWHDQGWKDWREMHFWLYHO\UHVHPEOHHDFKRWKHULQQRUHVSHFWZKDWHYHU ,QVXFKD
FDVH WKHUHLVQRVSDUVHSURSHUW\FRUUHVSRQGLQJWRWKHSUHGLFDWH HYHQWKRXJKVWDWHPHQWV
WKDWFRQWDLQWKHSUHGLFDWHZLOOH[SUHVVSURSRVLWLRQV
3HUKDSVLWZLOOEHKHOSIXOWRJLYHDQH[DPSOH LQRUGHUWRH[SODLQWKLVSRLQW &RQVLGHU
WKHSUHGLFDWH ¶LVHLWKHUFRPSRVHGZKROO\RIVLOO\SXWW\RURIDHWKHU· )LUVW QRWHWKDWWKHUH
DUHDFWXDOLQGLYLGXDOVWKDWVDWLVI\WKHSUHGLFDWH WKHUHDUHSOHQW\RIOLWWOHEDOOVRIVLOO\SXWW\
DQGVRLW·VWUXHWKDWWKH\DUHHLWKHUFRPSRVHGZKROO\RIVLOO\SXWW\RURIDHWKHU ,QDGGL
WLRQ VWDWHPHQWVFRQWDLQLQJWKHSUHGLFDWHGRH[SUHVVSURSRVLWLRQV 1RQHWKHOHVV VRPHWKLQJV
PDGHIURPDHWKHUZRXOGVHHPQRWWREHDUDQ\REMHFWLYHUHVHPEODQFHWRWKLQJVPDGHIURP
VLOO\SXWW\ ,QWXLWLYHO\ WKLVLVEHFDXVHDHWKHULVVXSSRVHGWREHDNLQGRIVXEVWDQFHWKDW
QRPDWHULDOREMHFWVFRXOGEHFRPSRVHGRI ZKHUHDVWKLQJVWKDWDUHPDGHIURPVLOO\SXWW\
PXVWEHPDWHULDO 6RVWDWHPHQWVFRQWDLQLQJWKLVSUHGLFDWHH[SUHVVSURSRVLWLRQVHYHQZKLOH
WKHSUHGLFDWHFDQQRWEHDVVRFLDWHGZLWKDQ\VSDUVHSURSHUW\ 7KHUHIRUH LIWKHSUREOHPRI
HQWDLOPHQWLVHYHQWRJHWRIIWKHJURXQG LWPXVWLQYRNH6&$ LQVWHDGRI6&6
%XWHYHQLIZHDVVXPHWKDW6&$ LVWKHFRUUHFWYHUVLRQRIWKHVHFRQGVHPDQWLFFRQ
VWUDLQW WKHSUREOHPGRHVQ·WJHWYHU\IDUIURPWKHÁRRU )RUWKHUHWKHUHVHHPVQRWWREHDQ\
ZD\WRVKRZWKDW7KHVLV267KHVLV,$DQG7KHVLV(DUHMRLQWO\LQFRQVLVWHQW
6XSSRVHÀUVWWKDWZHWU\WRUXQWKHSUREOHPZLWK7KHVLV,$ LQPLQG ,I7KHVLV,$ LV
WUXH WKHQPRUDOSUHGLFDWHVGRH[SUHVVDEXQGDQWSURSHUWLHV WKRXJKWKH\DUHQ·WLQVWDQWLDWHG
6RRQWKLVZD\RIUHLQWHUSUHWLQJWKHSUREOHP ZHFDQQRWXVH6&$ WRVKRZWKDWWKHHUURU
WKHRULVWLVFRPPLWWHGWRWKHQRQH[LVWHQFHRIPRUDOSURSRVLWLRQV :HFRXOGGHULYHWKDWUHVXOW

RQO\LIRXUIRUPRIWKHHUURUWKHRU\LPSOLHGWKDWWKHUHDUHQRDEXQGDQWPRUDOSURSHUWLHV
7KLVLVQRZD\WRVKRZWKDWPRUDOVWDWHPHQWVGRQRWKDYHHQWDLOPHQWV
6XSSRVH RQWKHRWKHUKDQG WKDWZHWU\WRUXQWKHSUREOHPZLWK7KHVLV26 LQPLQG
2QWKLVVXSSRVLWLRQ DOWKRXJKZHFDQJHWWKHUHVXOWWKDWPRUDOSUHGLFDWHVGRQ·WFRUUHVSRQG
WRVSDUVHPRUDOSURSHUWLHV ZHFDQQRWXVHWKLVLQFRQMXQFWLRQZLWK6&$ WRDUJXHWKDWWKH
HUURUWKHRULVWPXVWUHMHFWPRUDOSURSRVLWLRQV 7KHVLV26 DQG6&$ KDYHGLIIHUHQWVXEMHFW
PDWWHUV WKHRQHLVDERXWVSDUVHSURSHUWLHV DQGWKHRWKHULVDERXWDEXQGDQWRQHV , WKHUHIRUH
FRQFOXGHWKDW6&$ FDQQRWEHXVHGWRVKRZWKDWWKHHUURUWKHRULVW·VPHWDSK\VLFDOWKHVLVLV
LQFRPSDWLEOHZLWKWKHHQWDLOPHQWGLVFRXUVHWKHVLV
$WOHDVW WKHUHLVQRWUXWKSUHVHUYLQJZD\WRGRWKLV LIZHHTXLYRFDWHRQ¶SURSHUW\· DQ
WKXVLJQRUHWKHGLVWLQFWLRQVWKDW, KDYHGUDZQLQWKLVFKDSWHU WKHQZHHQGXSZLWKD SULPD
IDFLH YDOLGSURRIWKDWWKHHUURUWKHRU\LVLQFRKHUHQW 7KLVLVZKDWRFFXUVLQWKHRULJLQDO
VWDWHPHQWRIWKHSUREOHP %XWZHFDOOWKHSKHQRPHQRQRIHTXLYRFDWLRQD¶IDOODF\·IRUJRRG
UHDVRQ :HGRQRWZDQWWRFRPPLWIDOODFLHVLQDQ\RIRXUDOOHJHGGHULYDWLRQV 3DUWRIWKH
UHDVRQZK\ORJLFLDQVLQYHQWHGORJLFZDVWRDYRLGHTXLYRFDWLRQ
 7KH(SLVWHPRORJLFDO2UGHULQJRIWKH0HWDSK\VLFDO7KHVHV
,QWKLVVXEVHFWLRQ P\PDLQJRDOLVWRFODULI\ZKDW, KDYHWULHGWRVKRZWKXVIDUDERXW
KRZWRIRUPXODWHWKHHUURUWKHRU\ , WDNHIRUJUDQWHGWKDWPRVWHUURUWKHRULHVSXUSRUWWRVKRZ
WKDWWKHUHLVVRPHLQFRQVLVWHQF\RULQFRKHUHQFHLQRXUPRUDOFRQFHSWV 7KLVSURYLGHVDEDVLV
IRUWKUHHIXUWKHULGHDV )LUVW WKDWDQHUURUWKHRULVWRXJKWWRDFFHSW7KHVLV,$6HFRQG WKDW
DQHUURUWKHRULVWZKRDFFHSWV7KHVLV,$ RXJKWDOVRWRDFFHSW7KHVLV267KLUG WKDWDQ
HUURUWKHRULVWRXJKWWRDFFHSWDWOHDVWRQHYHUVLRQRIWKHGLVFRXUVHWKHVLV
$OOWKRURXJKJRLQJPRUDOHUURUWKHRULVWVSXUSRUWWRÀQGVRPHLQFRKHUHQFHLQRXUPRUDO
FRQFHSWV )RU0DFNLH WKHLQFRKHUHQFHOLHVHLWKHULQDQLQWHUQDOFRQQHFWLRQWRPRWLYDWLRQ
RUWKHREMHFWLYHSUHVFULSWLYLW\RIPRUDOLW\ RUWKHLGHDWKDWPRUDOLW\LVEUXWDOO\VXSHUYHQLHQW
RQWKHQDWXUDOZRUOG ,QWKHQH[WFKDSWHU ,·OOGLVFXVV5LFKDUG-R\FH·VYLHZ RQZKLFKWKH

LQFRKHUHQFHLVLQWKHREMHFWLYHQRUPDWLYLW\RIPRUDOLW\ 2WKHUVSXUSRUWWRÀQGIXUWKHUUH
VSHFWVRILQFRKHUHQFHLQRXUPRUDOFRQFHSWV ,QDGHIHQVHRI0DFNLH·VYLHZ 5LFKDUG*DUQHU
ZULWHV
,WLVKDUGWREHOLHYHLQREMHFWLYHSUHVFULSWLYLW\EHFDXVHLWLVKDUGWRPDNHVHQVHRIDGHPDQGZLWKRXWDGHPDQGHU DQGKDUGWRÀQGDSODFHIRUGHPDQGVRUGHPDQGHUVDSDUWIURPKXPDQLQWHUHVWVDQGFRQYHQWLRQV :HNQRZZKDWLWLVIRURXUIULHQGV RXUMREV DQGRXUSURMHFWVWRPDNHGHPDQGVRQXV EXWZHGRQRWNQRZZKDWLWLVIRU UHDOLW\ WRGRVR $ EODFNKROHVZDOORZVHYHU\WKLQJ EXWLWGHPDQGVQRWKLQJ  
, WDNHWKLVSDVVDJHWRH[SUHVVDEDVLFVHQWLPHQWRIWKHWKRURXJKJRLQJHUURUWKHRULVW PRUDOLW\
FRQFHSWXDOO\UHTXLUHVRIWKHZRUOGWKLQJVWKDWWKHZRUOGFRXOGQRWSURYLGH 7KXV , WDNH
LWWKDWVXFKDQHUURUWKHRULVWZLOODFFHSWQRWMXVW7KHVLV,$EXWDVWURQJHUYHUVLRQRILW
DFFRUGLQJWRZKLFKDEXQGDQWPRUDOSURSHUWLHVFDQQRW RQSDLQRIVRPHNLQGRIPHWDSK\VLFDO
LQFRKHUHQFH EHLQVWDQWLDWHG
,IWKLVLVWKHEDVLFWKRXJKWRIWKHHUURUWKHRU\ WKHQVXFKDQHUURUWKHRULVWRXJKWWRDFFHSW
7KHVLV26 DVZHOO )RU LIDFHUWDLQDEXQGDQWSURSHUW\LVQHFHVVDULO\XQLQVWDQWLDWHG WKHQ
DQ\VSDUVHFRUUHODWHRILWZRXOGDOVRQHFHVVDULO\EHXQLQVWDQWLDWHG ,QJHQHUDO DQDEXQGDQW
SURSHUW\ZLWKDVSDUVHFRUUHODWHLVLQVWDQWLDWHGLI DQGRQO\LI WKHVSDUVHSURSHUW\LVLQVWDQ
WLDWHG 8QIRUWXQDWHO\ QRQHFHVVDULO\XQLQVWDQWLDWHGSURSHUW\FRXOGSOD\DQ\RIWKHVSDUVH
SURSHUW\UROHV
&RQVLGHUWKHIRXUUROHVIRUVSDUVHSURSHUWLHVWKDW, EULHÁ\RXWOLQHGDERYH 7KHÀUVWUROH
KDVLWWKDWSURSHUWLHVDUHWRH[SODLQWKHLQWHUQDOUHODWLRQVRIREMHFWLYHUHVHPEODQFHEHWZHHQ
LQGLYLGXDOV 2EMHFWLYHUHVHPEODQFH DVDPDWWHURIFRQFHSWXDOQHFHVVLW\ LVDUHODWLRQWKDW
EHDUVRQO\EHWZHHQSRVVLEOHLQGLYLGXDOV 7KXVHQWLWLHVWKDWÀOOWKLVUROHPXVWEHH[HPSOLÀHG
2IFRXUVH WKHUHDUHZHDNHUYHUVLRQVRIWKHHUURUWKHRU\LQORJLFDOVSDFH RQZKLFKPRUDOLW\GRHVQRWUHTXLUHDQ\WKLQJPHWDSK\VLFDOO\LQFRKHUHQW 2QVXFKDYLHZ PRUDOLW\UHTXLUHVFHUWDLQFRQGLWLRQVWRREWDLQLQWKHZRUOG DQGZKLOHWKHVHFRQGLWLRQVFRXOGREWDLQ WKH\GRQRWLQIDFWKROGWUXHWKLQNRIDQHUURUWKHRU\DERXWZLWFKGLVFRXUVH , GRQRWGLVFXVVDQHUURUWKHRU\RIWKLVNLQGLQWKLVZRUNEHFDXVH, NQRZRIQRSKLORVRSKHUZKRKDVGHIHQGHGLW DQG, NQRZRIQRDUJXPHQWVIRUVXFKDYLHZ

LQVRPHSRVVLEOHZRUOGV %XWWKHVHVSDUVHPRUDOSURSHUWLHVZRXOGEHH[HPSOLÀHGLQQR
ZRUOGVZKDWHYHU 6RQRVSDUVHPRUDOSURSHUW\FRXOGÀOOWKLVUROH
6XSSRVHWKDWDQHFHVVDULO\XQLQVWDQWLDWHGSURSHUW\ZDVDOOHJHGWRSOD\WKHUROHRIVHUYLQJ
DVDIRXQGDWLRQIRUQDWXUDOODZV 7KHQWKHODZVRIQDWXUHZRXOGKROGLQYLUWXHRISURSHUWLHV
WKDWFRXOGQ·WSRVVLEO\EHLQVWDQWLDWHG , WDNHLWWREHSDUWRIRXUFRQFHSWRIDODZRIQDWXUH
WKRXJK WKDWWKHRQO\VSDUVHSURSHUWLHVWKDWÀJXUHLQWKHODZVDWDZRUOGDUHRQHVWKDWDUH
LQVWDQWLDWHGDWVRPHZRUOG 6R QHFHVVDULO\XQLQVWDQWLDWHGSURSHUWLHVFRXOGQ·WVDWLVI\WKLV
IXQFWLRQ HLWKHU
6XSSRVHWKDWDQHFHVVDULO\XQLQVWDQWLDWHGPRUDOSURSHUW\ZDVH[SHFWHGWRSOD\WKHUROH
RIEHLQJSDUWRIDTXDOLWDWLYHVXSHUYHQLHQFHEDVH 8QIRUWXQDWHO\ WKHRQO\SURSHUWLHVWKDW
VXSHUYHQHRQLPSRVVLEOHSURSHUWLHVDUHQHFHVVDU\SURSHUWLHV )RUDOORWKHUSURSHUWLHV WKHUH
FDQEHDGLIIHUHQFHLQWKHLULQVWDQWLDWLRQZLWKRXWDGLIIHUHQFHLQWKHLQVWDQWLDWLRQRILPSRV
VLEOHSURSHUWLHV 7KXV LWLVKRSHOHVVWRVXSSRVHWKDWLPSRVVLEOHSURSHUWLHVFDQÀOOWKLVUROH
QRSURSHUWLHVSURSHUO\FDOOHG¶TXDOLWDWLYH·VXSHUYHQHRQLPSRVVLEOHSURSHUWLHV
)LQDOO\ FRQVLGHUWKHUROHRISURYLGLQJDQREMHFWLYHFRQVWUDLQWRQWKHLQWHUSUHWDWLRQRI
ODQJXDJHDQGWKRXJKW ,QWXLWLYHO\ RQWKLVUROH WKHSURSHUWLHVDUHVXSSRVHGWRFRUUHVSRQG
ZLWKWKHHOLJLEOHFRQWHQWV WKHRQHVWKDWDUH´REMHFWLYHO\IDYRUHGµ %XWLWLVLPSODXVLEOHWR
VXSSRVHWKDWLPSRVVLEOHSURSHUWLHVDUHHOLJLEOHFRQWHQWV $ IXQGDPHQWDOLGHDRILQWHUSUHWD
WLRQLV YHU\URXJKO\ WKDWWKHUHLVDSUHVXPSWLRQLQIDYRURILQWHUSUHWLQJVSHDNHUVDVXWWHULQJ
WUXWKV 7RDOORZWKDWZHPD\HDVLO\UHIHUWRLPSRVVLEOHSURSHUWLHVZRXOGEHXQQHFHVVDULO\
WRDOORZYLRODWLRQVRIWKLVLGHD ,QWXLWLYHO\ LPSRVVLEOHSURSHUWLHVDUHDERXWDVLQHOLJLEOHDV
DQ\RIWKHPRVWLQHOLJLEOHFRQWHQWV
7KHUHIRUH 7KHVLV,$ UHTXLUHV7KHVLV26,IDEXQGDQWPRUDOSURSHUWLHVDUHQHFHVVDULO\
XQLQVWDQWLDWHG WKH\FDQKDYHQRVSDUVHFRUUHODWHV 6RVLQFHDQHUURUWKHRULVWYLHZVPRUDO
FRQFHSWVDVLQFRKHUHQW KHPXVWUHMHFWWKHH[LVWHQFHRIDQ\VSDUVHPRUDOSURSHUWLHV
2QWKHQRWLRQRIHOLJLELOLW\ VHH/HZLV    DQG

)LQDOO\ EHFDXVHWKHHUURUWKHRULVWRXJKWWRDFFHSW7KHVLV,$KHRXJKWDWOHDVWWRDFFHSW
RQHYHUVLRQRI7KHVLV )LUVW KHRXJKWWRDFFHSWDYHUVLRQRIWKHGLVFRXUVHWKHVLVWKDWLV
IRUPXODWHGLQWHUPVRIDQDO\WLFHQWDLOPHQWDQGDEXQGDQWSURSHUWLHV
7KHVLV($7KH$EXQGDQW(QWDLOPHQW'LVFRXUVH7KHVLV (YHU\PRUDOMXGJPHQWDQDO\WLFDOO\HQWDLOVWKDWWKHUHDUHLQVWDQWLDWHGDEXQGDQWPRUDOSURSHUWLHV
,IRXUHUURUWKHRULVWDFFHSWVDQ\SODXVLEOHVHPDQWLFIUDPHZRUNDWDOO WKHQKHZLOOÀQGWKDW
KHFDQQRWUHMHFW7KHVLV($LIKHDFFHSWV7KHVLV,$)RUH[DPSOH RQDVLPSOHSRVVLEOH
ZRUOGVIUDPHZRUN URXJKO\ DQXWWHUDQFHRI¶[LVJRRG·LVWUXHMXVWLQFDVH[LVLQWKHH[WHQVLRQ
RI¶JRRG·DWWKHZRUOGRIWKHXWWHUDQFH 7KLVUHTXLUHVWKDW¶JRRG·KDVDQLQWHQVLRQWKDWDVVLJQV
LWDQH[WHQVLRQDWWKHZRUOGRIWKHXWWHUDQFH VR¶JRRG·H[SUHVVHVDSURSHUW\LQWKLVSRVVLEOH
ZRUOGVIUDPHZRUN 2WKHUVWDQGDUGVHPDQWLFIUDPHZRUNV LQRUGHUWREHSODXVLEOH VKRXOG
DVVLJQVHPDQWLFYDOXHVWR¶JRRG· 7KXV¶JRRG·ZLOOH[SUHVVDSURSHUW\UHODWLYHWRWKRVH
IUDPHZRUNV
,PSRUWDQWO\ DSUHGLFDWHFDQKDYHDQLQWHQVLRQHYHQLILWVLQWHQVLRQLVHPSW\ LWZLOO
H[SUHVVDSURSHUW\RQWKHSRVVLEOHZRUOGVIUDPHZRUN WKRXJKQRWDYHU\LQWHUHVWLQJRQH
7KHQWRVD\WKDW¶[LVJRRG·DQDO\WLFDOO\HQWDLOVWKHLQVWDQWLDWLRQRIPRUDOSURSHUWLHV RQWKLV
VHPDQWLFV LVWRVD\WKDWDWDQ\ZRUOGZKHUHWKHSURSRVLWLRQH[SUHVVHGE\¶[LVJRRG·LVWUXH
WKHUHLVVRPHWKLQJDWWKDWZRUOGWKDWIDOOVLQWKHH[WHQVLRQRI¶JRRG·DWWKDWZRUOG &OHDUO\
WKLVLVWULYLDOO\VDWLVÀHGRQDQ\YLHZWKDWVD\VPRUDOSURSHUWLHVKDYHHPSW\H[WHQVLRQVDW
HYHU\ZRUOG WKHSURSRVLWLRQH[SUHVVHGE\WKLVVWDWHPHQWZLOOEHWUXHDWQRZRUOGVZKDWHYHU
$Q\RWKHUVHPDQWLFVWKDWDQHUURUWKHRULVWPLJKWDGRSWVKRXOGSURYLGHDVLPLODUH[SODQDWLRQ
RIWKHQRWLRQRIHQWDLOPHQW
:HKDYHVHHQWKDWRXUHUURUWKHRULVWZKRDFFHSWV7KHVLV,$ LVQDWXUDOO\OHGWRDFFHSW
7KHVLV($, NQRZRIQRDUJXPHQWWRWKHHIIHFWWKDWRXUHUURUWKHRULVWRXJKWWRDFFHSWWKH
IROORZLQJ
(YHQDVRSKLVWLFDWHGH[SUHVVLYLVWVHPDQWLFVDVVLJQVVHPDQWLFYDOXHVWRPRUDOSUHGLFDWHV DQGVRWKH\H[SUHVVSURSHUWLHVUHODWLYHWRWKHIUDPHZRUN 6HH*LEEDUG DQG DQG6FKURHGHU DQG

7KHVLV(67KH6SDUVH(QWDLOPHQW'LVFRXUVH7KHVLV (YHU\PRUDOMXGJPHQWDQDO\WLFDOO\HQWDLOVWKDWWKHUHDUHVSDUVHPRUDOSURSHUWLHV
,WVHHPVWRPHWKDWWKLVH[WUDYHUVLRQRIWKHGLVFRXUVHWKHVLVFRXOGEHDIÀUPHGE\DQHUURU
WKHRULVW WKRXJKLWQHHGQRWEH ,QWKHQH[WFKDSWHU ,·OODUJXHWKDW5LFKDUG-R\FHRXJKWWREH
LQWHUSUHWHGDVDFFHSWLQJ7KHVLV(6
 &RQFOXVLRQ
,QWKLVFKDSWHU , KDYHDUJXHGWKDWWKHSUREOHPRIHQWDLOPHQWGRHVQRWSURYHWKDWWKH
HUURUWKHRU\LVLQWHUQDOO\LQFRKHUHQW 0\DUJXPHQWUHOLHGRQDFRQWURYHUVLDOYLHZDERXW
KRZWRWKHRUL]HDERXWSURSHUWLHV 7KHPDLQXSVKRWRIWKLVYLHZLVWKDWZHVKRXOGQRWH[SHFW
¶SURSHUW\·WREHXQLYRFDOWKURXJKRXWSKLORVRSKLFDOGLVFRXUVH $VDUHVXOW LWLVSODXVLEOHWR
H[SHFWWKDWWKHSUREOHPRIHQWDLOPHQWFRQWDLQVDQHTXLYRFDWLRQRQ¶SURSHUW\· DQGVRZH
FDQQRWWUXVWWKDWWKHSUREOHPVKRZVDQ\UHDOLQFRKHUHQFHLQWKHHUURUWKHRU\ ,QWKHQH[W
FKDSWHU ,·OODSSO\WKHOHVVRQVRIWKLVDQGWKHSUHFHGLQJFKDSWHUVWRDFDVHVWXG\ 5LFKDUG
-R\FH·VHUURUWKHRU\

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7KHSUHFHGLQJFKDSWHUVKDYHVHWWKHVWDJHIRUDFDVHVWXG\ 5LFKDUG-R\FH·VHUURUWKHRU\
+HWDNHVKLVYLHZWREHDGLUHFWGHVFHQGHQWRI0DFNLH·V DQGVRLWLVXVHIXOWRYLHZLWDVD
GHYHORSPHQWRIWKHYLHZVH[SUHVVHGE\0DFNLHLQ (,5:-R\FH·VLVWKHPRVWGHYHORSHG
YHUVLRQRIWKHHUURUWKHRU\LQWKHFRQWHPSRUDU\OLWHUDWXUH VRLWVHHPVDJRRGSODFHWRVHDUFK
IRUWKHPRVWSODXVLEOHIRUPRIHUURUWKHRU\
,QWKLVFKDSWHU , EHJLQE\VWDWLQJWKHGLVDPELJXDWLRQVRI7KHVHVWKDW, EHOLHYH-R\FH
DFFHSWV RUDWOHDVWQHDUO\DFFHSWV +HDGRSWVYHUVLRQVRIWKHWKHVHVWKDW , EHOLHYH MRLQWO\
UHVXOWLQDFRKHUHQWSLFWXUHRIRXUPRUDOGLVFRXUVHDQGWKHNLQGRIUHDOLW\LWUHTXLUHV 7KHQ
, H[WUDFWWZRPDLQDUJXPHQWVWKDW-R\FHJLYHVLQIDYRURIKLVYHUVLRQRIWKHHUURUWKHRU\
,QVHFWLRQ, RXWOLQHKLVÀUVWDUJXPHQW ZKLFKDSSHDUVPDLQO\LQKLVERRNV 7KH0\WK
RI0RUDOLW\ DQG 7KH(YROXWLRQRI0RUDOLW\  5RXJKO\ WKHDUJXPHQWLVWKDW
VLQFHPRUDOLW\UHTXLUHVWKHH[LVWHQFHRIREMHFWLYHUHDVRQV EXWWKHUHDUHQRQH KLVYHUVLRQRI
WKHHUURUWKHRU\LVWUXH
,QVHFWLRQ, FULWLFL]H-R\FH·VDUJXPHQW ZKLOHERWKSUHPLVHVVHHPLQLWLDOO\SODXVLEOH
WKHLUSODXVLELOLW\GRHVQ·WUHVXOWLQDSODXVLEOHDUJXPHQW VLQFHLWFRQWDLQVDQHTXLYRFDWLRQ
,QWHUHVWLQJO\ LQKLVPRUHUHFHQWZRUNDQG -R\FHPRUHRUOHVVUHYRNHVWKLV
PDLQDUJXPHQWIRUKLVHUURUWKHRU\ +HUHSODFHVWKHDUJXPHQWZLWKRQHWKDWSXUSRVHIXOO\
XVHVYDJXHUWHUPLQRORJ\ 5RXJKO\ WKHDUJXPHQWLVWKDWVLQFHPRUDOLW\UHTXLUHVWKHH[LVWHQFH
RI´SUDFWLFDORRPSKµ EXWWKHUHLVQRVXFKWKLQJ KLVYHUVLRQRIWKHHUURUWKHRU\LVWUXH ,
H[SOLFDWHWKLVDUJXPHQWLQVHFWLRQ

)LQDOO\ LQVHFWLRQ , FULWLFL]HWKLVÀQDODUJXPHQW EHFDXVHLWLQYROYHVVXFKLPSUHFLVH
WHUPLQRORJ\ LWFDQQRWPRWLYDWHDQHUURUWKHRU\ HVSHFLDOO\RQHDVQXDQFHGDV-R\FH·V ,Q
WKHFRQFOXGLQJVHFWLRQ , WU\WRGUDZDJHQHUDOOHVVRQIURPP\GLVFXVVLRQRI-R\FH·VYLHZ
 6RPH-R\FHDQ7KHVHV
:LWKUHVSHFWWR7KHVLV WKHPHWDSK\VLFDOHOHPHQWRI-R\FH·VYLHZ , LQWHUSUHWKLPDV
DFFHSWLQJWKHH[LVWHQFHRIDEXQGDQWPRUDOSURSHUWLHV EXWUHMHFWLQJWKHH[LVWHQFHRIVSDUVH
PRUDOSURSHUWLHV 6XFKVSDUVHPRUDOSURSHUWLHVZRXOGEHGHIHFWLYHO\REMHFWLYH LQKLVYLHZ
$OWKRXJKKHDFFHSWVWKHH[LVWHQFHRIDEXQGDQWPRUDOSURSHUWLHV KHREYLRXVO\GRHVQ·WEH
OLHYHWKH\DUHLQVWDQWLDWHG , EHOLHYHKHHYHQUHMHFWVWKHLGHDWKDWWKH\ FRXOG EHLQVWDQWLDWHG
$VIRU7KHVLV WKHGLVFRXUVHWKHVLV , WDNH-R\FHDVDJQRVWLFEHWZHHQDYHUVLRQWKDWXVHVWKH
QRWLRQRIORJLFDOSUHVXSSRVLWLRQDQGRQHWKDWLVSKUDVHGLQWHUPVRIDQDO\WLFHQWDLOPHQW %XW
WKLVXQGHFLGHGQHVVRQ-R\FH·VSDUWQHHGQRWNHHSXVIURPHYDOXDWLQJKLVGLVFRXUVHWKHVLV
VLQFHORJLFDOSUHVXSSRVLWLRQDQGHQWDLOPHQWDUHUHOHYDQWO\VLPLODUNLQGVRISKHQRPHQD
 -R\FH·V0HWDSK\VLFDO7KHVHV
, XQGHUVWDQG-R\FHDVDFFHSWLQJDIRUPXODWLRQRIWKHPHWDSK\VLFDOWKHVLVWKDWLQYROYHV
DEXQGDQWPRUDOSURSHUWLHV
7KHVLV,$7KH$EXQGDQW,QVWDQWLDWLRQ0HWDSK\VLFDO7KHVLV 7KHUHDUHDEXQGDQWPRUDOSURSHUWLHV EXWWKH\DUHQRWLQVWDQWLDWHG LQVSHFLÀF DOWKRXJKWKHUHDUHDEXQGDQWREMHFWLYHYDOXHV WKH\DUHQRWLQVWDQWLDWHG
7KLVYHUVLRQRIWKHPHWDSK\VLFDOWKHVLV DVZHKDYHQRWHG LPSOLHVWKDWWKHUHDUHDEXQGDQWO\
FRQFHLYHGPRUDOSURSHUWLHV , ZLOODVVXPHWKDW-R\FHEHOLHYHVWKDWWKHVHDEXQGDQWPRUDO
SURSHUWLHVDUHQHFHVVDULO\XQLQVWDQWLDWHG WKH\ZRXOGUHTXLUHWKHZRUOGWREHDZD\WKDWLW
FDQQRWEH

7KHHYLGHQFHWKDW-R\FHDFFHSWVWKHVHHQWLWLHVLVGHULYHGIURPKLVFRJQLWLYLVPDQGKLV
ZLOOLQJQHVVWRDVVHUWWKDWQRRQHLVHYHUPRUDOO\REOLJDWHGWRGRDQ\WKLQJ ,IDSKLORVRSKHU
VLQFHUHO\DVVHUWVDVHQWHQFHWKDWLQYROYHVDFHUWDLQSUHGLFDWH DQGKHGRHVQRWRIIHUVRPH
QRQVWDQGDUGVHPDQWLFDOH[SODQDWLRQRIWKDWSUHGLFDWH WKHQWKHUHLVDSUHVXPSWLRQLQIDYRU
RILQWHUSUHWLQJKLPDVDFFHSWLQJDQDEXQGDQWSURSHUW\FRUUHVSRQGLQJWRWKHSUHGLFDWH -R\FH
VDWLVÀHVWKHVHFRQGLWLRQV DQGVR, PXVWWDNHKLPDVDIÀUPLQJ7KHVLV,$VRORQJDVWKHUH
LVQRUHDVRQWRLQWHUSUHWKLPRWKHUZLVH
$V, VHHLW -R\FHDOVRDFFHSWVDIRUPXODWLRQRIWKHPHWDSK\VLFDOWKHVLVWKDWLQYROYHV
VSDUVHPRUDOSURSHUWLHV
7KHVLV267KH6SDUVH2QWRORJLFDO0HWDSK\VLFDO7KHVLV 7KHUHDUHQRVSDUVHPRUDOSURSHUWLHV LQVSHFLÀF WKHUHDUHQRVSDUVHREMHFWLYHYDOXHV
$V, DUJXHGDWWKHHQGRIFKDSWHU 7KHVLV26 FDQEHWKRXJKWGHULYDWLYHRI7KHVLV,$
7KHHUURUWKHRULVWZKRDFFHSWV7KHVLV,$ ZLOOKDYHDTXLFNDUJXPHQWIRUWKHQRQH[LVWHQFH
RIVSDUVHREMHFWLYHYDOXHV LIWKHUHZHUHVXFKVSDUVHSURSHUWLHV WKHQVRPHDEXQGDQWREMHF
WLYHYDOXHVZRXOGEHLQVWDQWLDWHG EXWVLQFHWKDW·VLPSRVVLEOH VRLVWKHH[LVWHQFHRIVSDUVH
REMHFWLYHYDOXHV
7KHHYLGHQFHWKDW-R\FHDFFHSWV7KHVLV26 GHULYHVIURPKLVZLOOLQJQHVVWRDVVHUWWKDW
WKHUHDUHQRREMHFWLYHUHDVRQV ,IZHDUHWRLQWHUSUHWWKLVFODLPFKDULWDEO\ WKHQZHPXVW
LQWHUSUHWLWDVWKHGHQLDORIDQH[LVWHQFHFODLP 6LQFH SUHVXPDEO\ DUHDVRQZRXOGEHDUHOD
WLRQDOSURSHUW\ -R\FHWKHUHIRUHGHQLHVWKHH[LVWHQFHRIVXFKSURSHUWLHV %XWVLQFHLWZRXOG
EHLQFRKHUHQWIRUKLPWRDFFHSW7KHVLV,$ ZKLOHDOVRGHQ\LQJWKHH[LVWHQFHRIDEXQGDQW
PRUDOSURSHUWLHV , FDQQRWLQWHUSUHWKLPDVUHMHFWLQJWKHH[LVWHQFHRIDEXQGDQWREMHFWLYH
UHDVRQV 7KXVWKHPRVWFKDULWDEOHZD\WRLQWHUSUHWKLVGHQLDORIREMHFWLYHUHDVRQVLVDVWKH
GHQLDORIWKHH[LVWHQFHRIFHUWDLQVSDUVHPRUDOSURSHUWLHV
6HH HJ -R\FH  
6HH HJ -R\FH  

,WLVLQVWUXFWLYHWRQRWHWKDW-R\FHFODLPVRIÀFLDOO\WREHDJQRVWLFDERXWSURSHUWLHV 2QH
PD\REMHFW RQWKHVHJURXQGV WRP\LQWHUSUHWDWLRQRI-R\FH·VFRPPHQWV LIKHH[SOLFLWO\
VD\VKH·VDJQRVWLF WKHQZHVKRXOGQ·WLQWHUSUHWKLPRWKHUZLVH , UHMHFWWKHWKRXJKWEHKLQG
WKLVREMHFWLRQ VLQFHLILWZHUHFRUUHFW , FRXOGQRWXQGHUVWDQGZKDW-R\FHLVWRPHDQZKHQ
KHFODLPVWKDWQRRQHFRXOGHYHUEHREOLJDWHGWRGRDQ\WKLQJ DQGWKDWWKHUHFRXOGEHQR
REMHFWLYHUHDVRQV $V, LQWHUSUHWWKHVHFODLPV WKHÀUVWLVWUXHMXVWLQFDVHWKHUHDUHDEXQGDQW
REMHFWLYHYDOXHVWKDWFDQQRWEHLQVWDQWLDWHG DQGWKHVHFRQGLVWUXHMXVWLIWKHUHDUHQRVSDUVH
REMHFWLYHYDOXHV , FDQRQO\XQGHUVWDQG-R\FH·VDJQRVWLFLVPDERXWSURSHUWLHVDVDJQRVWLFLVP
DERXWWKHQDWXUHRISURSHUWLHVRQYDULRXVFRQFHSWLRQV , FDQQRWXQGHUVWDQGLWWREHDJHQHUDO
DJQRVWLFLVPDERXWWKHH[LVWHQFHRISURSHUWLHV
 -R\FH·V'LVFRXUVHDQG(UURU7KHVHV
-R\FHLVVRPHZKDWXQGHFLGHGDERXWZKHWKHUWKHGLVFRXUVHWKHVLVVKRXOGLQYROYHDQDO\WLF
HQWDLOPHQWRUORJLFDOSUHVXSSRVLWLRQ 7KXV DV, XQGHUVWDQGKLP KHDFFHSWVHLWKHU7KHVLV
)$ RU7KHVLV($
7KHVLV)$7KH$EXQGDQW)UHJHDQ'LVFRXUVH7KHVLV $ )UHJHDQSUHVXSSRVLWLRQRIHDFKPRUDOMXGJPHQWLVWKDWWKHUHDUHLQVWDQWLDWHGDEXQGDQWPRUDOSURSHUWLHV
7KHVLV($7KH$EXQGDQW(QWDLOPHQW'LVFRXUVH7KHVLV (YHU\PRUDOMXGJPHQWDQDO\WLFDOO\HQWDLOVWKDWWKHUHDUHLQVWDQWLDWHGDEXQGDQWPRUDOSURSHUWLHV
+RZHYHU VLQFHWKHGLIIHUHQFHVEHWZHHQ7KHVLV)$ DQG7KHVLV($ DUHPLQXWH ,·OODVVXPH
WKDWWKHODWWHULV-R\FH·VSULPDU\GLVFRXUVHWKHVLV 7KHWUXWKRIQRQHRIWKHFRQWHQWRIWKLV
FKDSWHUGHSHQGVRQZKLFKRIWKHVHSULQFLSOHV-R\FHUHDOO\DFFHSWV
,WLVLPSRUWDQWWRQRWHWKDW-R\FHDOVRDFFHSWVDYHUVLRQRIWKHGLVFRXUVHWKHVLVWKDWLQ
YROYHVVSDUVHREMHFWLYHYDOXHV 7KXVKHDFFHSWVHLWKHUWKHIROORZLQJWKHVLV RULWV)UHJHDQ
FRXQWHUSDUW
-R\FH   D
-R\FH DE 

7KHVLV(67KH6SDUVH(QWDLOPHQW'LVFRXUVH7KHVLV (YHU\PRUDOMXGJPHQWDQDO\WLFDOO\HQWDLOVWKDWWKHUHDUHVSDUVHPRUDOSURSHUWLHV
7KHUHDVRQZK\ZHVKRXOGLQWHUSUHW-R\FHLQWKLVZD\LVWKDWKHEHOLHYHVRXUPRUDOMXGJ
PHQWVDERXWZURQJGRLQJDQGREOLJDWLRQHQWDLOWKHH[LVWHQFHRI´REMHFWLYHUHDVRQVµ , WDNH
LWWKDWWKHVHUHDVRQVZRXOGEHVSDUVHPRUDOSURSHUWLHV
-R\FH·VPHWDSK\VLFDODQGGLVFRXUVHWKHVHVFRPPLWKLPWRWKHIROORZLQJHUURUWKHVLVRU
LWV)UHJHDQFRXQWHUSDUW
7KHVLV($67KH%RWK$EXQGDQWDQG6SDUVH(QWDLOPHQW(UURU7KHVLV 6LQFHDEXQGDQWREMHFWLYHYDOXHVFDQQRWEHLQVWDQWLDWHGDQGWKXVWKHUHDUHQRVSDUVHREMHFWLYHYDOXHV EXWRXUPRUDOMXGJPHQWVDQDO\WLFDOO\HQWDLOWKDWWKH\DUHLQVWDQWLDWHGDQGWKDWVSDUVHREMHFWLYHYDOXHVH[LVW DOORXUPRUDOMXGJPHQWVDUHIDOVH
,I-R\FHDFFHSWV7KHVHV,$26($DQG(6WKHQKHPXVWDFFHSW7KHVLV($6,QGHHG
DQHYHQVWURQJHUFRQFOXVLRQIROORZVIURPWKRVHSULRUWKHVHV VLQFHKHWKLQNVPRUDOSURSHUWLHV
DUHQHFHVVDULO\GHIHFWLYH 7KDWLV DVDUHVXOWRIKLVDFFHSWDQFHRI7KHVLV,$KHRXJKWWR
EHOLHYHWKDWQRQHRIRXUPRUDOMXGJPHQWV FRXOG EHWUXH
$ TXHVWLRQWKDWDULVHV KRZHYHU LVZKHWKHU-R\FHDFFHSWVVXFKDJOREDOHUURUWKHRU\DV
LVVXJJHVWHGE\7KHVLV($6'RHVKHUHDOO\EHOLHYHWKDWDOOSRVLWLYHEDVLFPRUDOMXGJPHQWV
DUHIDOVH" 2UVKRXOGZHLQWHUSUHWKLVHUURUWKHVLVDVUHVWULFWHGLQVRPHZD\WRDVXEVHWRIWKH
EDVLFPRUDOMXGJPHQWV" 7KHUHLVVRPH SULPDIDFLH HYLGHQFHWKDWKHQHHGQRWEHFRPPLWWHG
WRDJOREDOYHUVLRQRIWKHHUURUWKHVLV )RUH[DPSOH ZKHQKHVXPPDUL]HVKLVDUJXPHQWIRU
KLVHUURUWKHRU\ KHZULWHV
, FRQVLGHUWKHDUJXPHQWIRUDPRUDOHUURUWKHRU\QRZWREHFRPSOHWH ,QVKRUW ZKHQZHVD\WKDWDSHUVRQ PRUDOO\ RXJKWWRDFWLQDFHUWDLQPDQQHUZHLPSO\VRPHWKLQJDERXWZKDWVKHZRXOGKDYHUHDVRQWRGRUHJDUGOHVVRIKHUGHVLUHVDQGLQWHUHVWV UHJDUGOHVVRIZKHWKHUVKHFDUHVDERXWKHUYLFWLP DQGUHJDUGOHVVRIZKHWKHUVKHFDQEHVXUHRIDYRLGLQJDQ\SHQDOWLHV $QG\HWDIWHUFDUHIXOLQYHVWLJDWLRQZHKDYHIRXQGQRGHIHQVLEOHJURXQGVIRUWKLQNLQJVXFKUHDVRQVH[LVW  
7KHFRQFOXVLRQRI WKLV DUJXPHQW FOHDUO\ FDQQRWEHWKDWHYHU\PRUDOMXGJPHQWLVIDOVH
,QVWHDG WKHSURSHUFRQFOXVLRQLVWKDWHDFKPRUDOMXGJPHQWWRWKHHIIHFWWKDWVRPHRQHRXJKW

WRGRVRPHWKLQJLVIDOVH 7KLVZRXOGEHDPXFKPRUHORFDOL]HGHUURUWKHVLV ,WZRXOGVHHP
WROHDYHDORQHDOOMXGJPHQWVLQYROYLQJPRUDOJRRGQHVVDQGEDGQHVV MXGJPHQWVLQYROYLQJ
WKHFRQFHSWVRIYLUWXHDQGYLFH DVZHOODVMXGJPHQWVLQYROYLQJQRWLRQVRIMXVWLFH IDLUQHVV
DQGGHVHUW
7KH SULPDIDFLH HYLGHQFHLVGHIHDWHG KRZHYHU E\-R\FH·VFODLPWKDWMXGJPHQWVLQYROY
LQJPRUDOREOLJDWLRQDQGZURQJQHVVDUHVRPHKRZIRXQGDWLRQDOWRRXUPRUDOGLVFRXUVH +H
ZULWHV
>0\@DUJXPHQWVKDYHSULPDULO\WDUJHWHGGHRQWRORJLFDOQRWLRQVOLNH REOL
JDWLRQ DQG SURKLELWLRQ 2QHPLJKWREMHFWWKDWHYHQLIWKHVHDUJXPHQWVZHUHIDXOWOHVV DOOWKH\VKRZLVWKDWDFHUWDLQSURSHUVXEVHWRIRXUPRUDOGLVFRXUVHLVÁDZHG EXWWKHUHLVDULFKDQGUREXVWPRUDOODQJXDJHWKDWUHPDLQVXQWRXFKHG+RZHYHU LWLVP\FRQWHQWLRQWKDWPRUDOFRQFHSWVDUHWRDODUJHGHJUHHKROLVWLFDOO\FRQQHFWHG VXFKWKDWDSHUVXDVLYHDWWDFNRQFDWHJRULFDOLPSHUDWLYHVZLOORQHZD\RUDQRWKHU FRXQWDVDSHUVXDVLYHDWWDFNRQDJUHDWGHDOPRUHEHVLGHV  FI  
+HJRHVRQWRVXJJHVWWKDWDUHWDLF D[LRORJLFDO DQGMXVWLFHUHODWHGEDVLFPRUDOMXGJPHQWV
ZLOODOOEHIDOVHDVDUHVXOWRIWKHVHVRUWVRI´KROLVWLFFRQQHFWLRQVµ ,QP\RSLQLRQ -R\FH·V
VXJJHVWLRQKHUHLVQRWSODXVLEOH 1RQHWKHOHVV ,·OODVVXPHWKDWLWLVFRUUHFW VLQFHZKDW, KDYH
WRVD\DERXWKLVDUJXPHQWVLVRUWKRJRQDOWRWKHTXHVWLRQRIZKHWKHUWKH\UDWLRQDOL]HVXFKD
JOREDOL]HGHUURUWKHVLV 7KDWLV ,·OOVXSSRVHWKDW LI KLVDUJXPHQWVZHUHVRXQG WKH\ZRXOG
UHVXOWLQDJOREDOHUURUWKHVLV , PHUHO\QRWHLQSDVVLQJWKDW LQP\RSLQLRQ , DPVXSSRVLQJ
DELJ¶LI· QRWKLQJWKDW-R\FHKDVVDLGSHUVXDVLYHO\VKRZVWKDWGHRQWRORJLFDOQRWLRQVDUHDW
WKHIRXQGDWLRQRIRXUPRUDOFRQFHSWXDODSSDUDWXV
 -R\FH·V)LUVW$UJXPHQW
,QWKLVVHFWLRQ , FRQFHQWUDWHRQFRQFLVHO\IRUPXODWLQJ-R\FH·VPDLQDUJXPHQWIRUKLV
HUURUWKHVLV , EHJLQ LQVXEVHFWLRQ E\FLWLQJ-R\FH·VZD\RIIRUPDOL]LQJKLVDUJXPHQW
DQG, REMHFWWRLWRQWKHEDVLVWKDWLWLVLQYDOLG 1RQHWKHOHVV , EHOLHYHWKHUHLVDQRWKHUZD\RI
SXWWLQJ-R\FH·VSRLQWWKDWUHVXOWVLQD SULPDIDFLH YDOLGDUJXPHQWIRUWKHFRUUHFWFRQFOXVLRQ

,QVXEVHFWLRQ , H[SODLQ-R\FH·VUDWLRQDOHVIRUWKLVFOHDQHUYHUVLRQRIKLVDUJXPHQW %XW
LQWKHQH[WVHFWLRQ ,·OODUJXHWKDWKLVDUJXPHQWLVXQVRXQG GXHWRDQHTXLYRFDWLRQRQD
FUXFLDOSKUDVH
 )RUPXODWLRQRIWKH)LUVW$UJXPHQW
7KHIROORZLQJLVDGLUHFWTXRWDWLRQRI-R\FH·VRIÀFLDOSUHVHQWDWLRQRIKLVDUJXPHQWLQ
7KH0\WKRI0RUDOLW\
 ,I [ PRUDOO\RXJKWWR φ WKHQ [ RXJKWWR φ UHJDUGOHVVRIZKDWKLVGHVLUHVDQGLQWHUHVWVDUH ,I [ PRUDOO\RXJKWWR φ WKHQ [ KDVDUHDVRQIRU φLQJ 7KHUHIRUH LI [ PRUDOO\RXJKWWR φ WKHQ [ FDQKDYHDUHDVRQIRU φLQJUHJDUGOHVVRIZKDWKLVGHVLUHVDQGLQWHUHVWVDUH %XWWKHUHLVQRVHQVHWREHPDGHRIVXFKUHDVRQV 7KHUHIRUH [ LVQHYHUXQGHUDPRUDOREOLJDWLRQ  
:LWKRXWFRPPHQWLQJRQWKHPHDQLQJRIWKHYDULRXVWHFKQLFDOWHUPVWKDWDSSHDULQWKLVDU
JXPHQW ZHFDQVHHWKDWLWLVQRWYDOLG $OWKRXJK, DPZLOOLQJWRDFFHSWWKHLQIHUHQFHIURP
DQGWR WKHVHFRQGLQIHUHQFHRIWKHDUJXPHQWLVSUREOHPDWLF
/HWXVFKDULWDEO\VXSSRVHWKDWOLQHDVVHUWVWKDWWKHUHLVQRSRVVLEOHDQDO\VLV RUDF
FRXQW RUH[SODQDWLRQ RIWKHNLQGVRIUHDVRQV-R\FHUHMHFWV ,H WKLVLVZKDWLWPHDQVWR
VD\WKDW´ZHFDQPDNHQRVHQVHRIµVRPHDOOHJHGSKHQRPHQRQ 8QIRUWXQDWHO\ IURPWKH
IDFWWKDWZHFDQQRWPDNHVHQVHRIDQDOOHJHGSKHQRPHQRQ LWGRHVQRWIROORZWKDWWKHSKH
QRPHQRQQHYHURFFXUV )RUH[DPSOH DOWKRXJKZHPLJKWEHXQDEOHWRPDNHVHQVHRIFHUWDLQ
PLFURSK\VLFDOTXDQWXPSKHQRPHQDWKHUHLVQRGHHSHUH[SODQDWLRQRIWKHLUQDWXUH LWGRHV
QRWIROORZWKDWWKHSKHQRPHQDQHYHURFFXU $WPRVW DOOWKDWIROORZVLVWKDWZHDUHXQDEOH
WRIRUPXODWHDSODXVLEOHVFLHQWLÀFH[SODQDWLRQRIZK\WKH\RFFXU DQGZKDWDUHWKHLUQDWXUHV
7KXVWKHLQIHUHQFHIURPDQGWRGRHVQRWSUHVHUYHWUXWK
, WDNHWKLVWREHDUHODWLYHO\XQFRQWURYHUVLDOSRLQW DQG, WKHUHIRUHGRQRWWKLQNLWLV
GDPQLQJWR-R\FH·VDUJXPHQW , PHQWLRQWKHSRLQWRQO\WRVHWLWDVLGH -R\FH·VDUJXPHQWIRU
KLVHUURUWKHRU\GRHVQRWWXUQRQDWULYLDOLW\VXFKDVWKLV +HKDVSUHVHQWHGWKHDUJXPHQWLQ

RWKHUZRUNLQVXFKDZD\WKDWLWGRHVQRWUHO\RQWKLVIDOODFLRXVVRUWRILQIHUHQFH 7KHUHLVD
JRRGUHLQWHUSUHWDWLRQRIWKHDUJXPHQWWKDWLVPRUHFRPSHOOLQJWKDQWKHDERYHLQWHUSUHWDWLRQ
%HIRUH, SUHVHQWP\RIÀFLDOIRUPXODWLRQRI-R\FH·VÀUVWDUJXPHQW KRZHYHU WKHUHDUHVRPH
LPSRUWDQWSUHOLPLQDULHVWRH[SODLQ
)LUVW LWLVLPSRUWDQWWRFODULI\WKHFRQFOXVLRQRIWKHDUJXPHQW :KLFKRI-R\FH·VWKHVHV
LVLWWREH" , ZLOOXQGHUVWDQG-R\FHWREHSURYLGLQJDQDUJXPHQWIRUKLVYHUVLRQRIWKH
HUURUWKHVLV 7KHVLV($66LQFHKHH[SOLFLWO\DIÀUPVWKDWWKLVLVKLVDUJXPHQWIRUKLVHUURU
WKHRU\ ZHPD\DVZHOOKDYHWKHFRQFOXVLRQRIWKHDUJXPHQWEHWKHRIÀFLDOIRUPXODWLRQRI
WKHHUURUWKHVLVWKDW, KDYHDWWULEXWHGWRKLP 6HFRQG LWLVLPSRUWDQWWRQRWHWKDWEHFDXVH
7KHVLV($6 SUHVXSSRVHVWKHWUXWKRIDPHWDSK\VLFDOWKHVLVDQGDGLVFRXUVHWKHVLV LWFDQQRW
EHHVWDEOLVKHGZLWKRXWÀUVWHVWDEOLVKLQJ7KHVHV,$ DQG($, WKHUHIRUHXQGHUVWDQGWKHVH
SULRUWKHVHVDVSUHPLVHVLQ-R\FH·VDUJXPHQW $V, ZLOOIRUPXODWHWKHDUJXPHQW 7KHVLV,$
FRUUHVSRQGVURXJKO\ZLWKOLQHRIWKHDERYHTXRWH DQG7KHVLV($ FRUUHVSRQGVWROLQH
 7KLUG VLQFH, EHOLHYHWKDW-R\FHDFFHSWV7KHVLV26 LIKHDFFHSWV7KHVLV,$, ZLOO
DVVXPHWKDWWKHVHWZRWKHVHVVWDQGRUIDOOWRJHWKHULQWKHFRQWH[WRIWKLVDUJXPHQW 7KH
SODXVLELOLW\RIRQHRIWKHPWUDQVIHUVWRWKHRWKHU 7KHUHIRUH LQWKHFRQWH[WRIWKLVDUJXPHQW
,·OODFWDVLIWKH\DUHHTXLYDOHQW
)LQDOO\ DSURSHUXQGHUVWDQGLQJRI-R\FH·VDUJXPHQWUHTXLUHVDIHZELWVRIWHFKQLFDOWHU
PLQRORJ\ /HWXVVD\WKDWDUHDVRQWRDFWLV FDWHJRULFDO LIDQGRQO\LILWGRHVQRWGHSHQGXSRQ
WKHSV\FKRORJLFDOVWDWHRILWVDJHQW, 7KLVGHÀQLWLRQDOVRWDNHVIRUJUDQWHGWKDWHYHU\UHDVRQ
WRDFWLVDUHDVRQIRUVRPHRQHWRSHUIRUPDFHUWDLQDFWLRQ &DOODUHDVRQ QRQLQVWLWXWLRQDO LI
(J -R\FH  
6HH HJ -R\FH  
6HH HJ -R\FH    &KDSWHUVDQG DQG &KDSWHU
, QRWHWKDW LQ-R\FH·VWHUPLQRORJ\ UHDVRQVDUHDVVRFLDWHGZLWKLPSHUDWLYHV DQGLWLVLPSHUDWLYHVWKDWDUHFDWHJRULFDO ZKHUHDVUHDVRQVDUH´GHVLUHWUDQVFHQGHQWµVHH-R\FH   , JORVVRYHUWKLVGHWDLOEHFDXVH, FDQÀQGQRUHDVRQWRDGPLWPRUHWHFKQLFDOWHUPLQRORJ\LQWRP\SUHVHQWDWLRQRIWKHDUJXPHQW WKHUHZRXOGEHQRJDLQRIFRQWHQW DQGWKHUHZRXOGEHDQLQFUHDVHLQFRPSOH[LW\

DQGRQO\LILWGRHVQRWGHSHQGRQWKHH[LVWHQFHRUGHFUHHVRIDQ\LQVWLWXWLRQ , ZLOOVRPH
WLPHVXVHWKHSKUDVH¶REMHFWLYHUHDVRQ·WRPHDQWKHVDPHDV¶FDWHJRULFDO QRQLQVWLWXWLRQDO
UHDVRQ· VLPSO\WRHOLPLQDWHXQQHFHVVDU\ZRUGVIURPP\SUHVHQWDWLRQ )LQDOO\ IROORZLQJ
-R\FH ,·OOOHWWKHQRWLRQRIDQ LQVWLWXWLRQ EHUHODWLYHO\YDJXH :HFDQJHWDQLQWXLWLYHJUDVS
RQLWDVIROORZV 7KHUHLVDQLQVWLWXWLRQWKDWFUHDWHGWKHUXOHVRIHWLTXHWWH RQHWKDWFUHDWHGWKH
UXOHVRIFKHVV DQGRQHWKDWFUHDWHGWKHUXOHVRI5RPDQJODGLDWRULDOFRPEDW 3HUKDSVWKHVH
DUH UHVSHFWLYHO\ WKHHOLWHRIVRPHVRFLHW\ WKH:RUOG&KHVV)HGHUDWLRQ DQGWKH5RPDQ
HPSHURU
:HDUHQRZLQDSRVLWLRQWRVWDWHDFOHDQHUYHUVLRQRI-R\FH·VDUJXPHQW
3 )RUDQ\DJHQW [ DQGDFWLRQ φ LI [ PRUDOO\RXJKWWRGR φ WKHQ [ KDVDQREMHFWLYHUHDVRQWRGR φ3 )RUDQ\DJHQW [ DQGDFWLRQ φ [ GRHVQRWKDYHDQREMHFWLYHUHDVRQWRGR
φ&7KHUHIRUH IRUDQ\DJHQW [ DQGDFWLRQ φ [ LVQRWPRUDOO\REOLJDWHGWRGR
φ
7KHDUJXPHQWLVYDOLG DQG, DPZLWKRXWDGRXEWWKDWLWLV-R\FH·VDUJXPHQW 3UHPLVH3
LV-R\FH·VPRUHSUHFLVHYHUVLRQRI7KHVLV($DQG3LV-R\FH·VPRUHSUHFLVHYHUVLRQ
RI7KHVLV,$:HWKHUHIRUHPXVWFRQVLGHUZKDW-R\FHKDVWRVD\LQH[SODQDWLRQRIWKH
SUHPLVHV DVZHOODVKRZ& UHODWHVWR-R\FH·VXOWLPDWHFRQFOXVLRQ ZKLFK, KDYHSUHVXPHG
LV7KHVLV($6
 ([SODQDWLRQRIWKH)LUVW$UJXPHQW
, KDYHDOUHDG\QRWHGWKDW-R\FHLVDZDUHWKDW& LVQRWLGHQWLFDOZLWKWKHJOREDOHUURU
WKHVLVWKDWKHZRXOGOLNHWREHFRUUHFW ,QRUGHUWRGHULYHVXFKDFRQFOXVLRQ DIXUWKHUSUHPLVH
LVUHTXLUHG DSUHPLVHWRWKHHIIHFWWKDWLI& LVWUXH WKHQVRLV7KHVLV($6-R\FHDFFHSWV
6HH HJ -R\FH    &KDSWHUVDQG DQG 
6HH HJ -R\FH   FI 0DFNLH  
6HH HJ    
6HH HJ     FI 0DFNLH  

VXFKDSUHPLVH DQG, KDYHVXSSRVHGWKDWLWLVWUXH HYHQWKRXJK, KDYHP\GRXEWV , FRQWLQXH
WRVXSSRVHWKDWLWLVWUXH DQGP\FULWLFLVPRI-R\FH·VDUJXPHQWZLOOEHRUWKRJRQDOWRWKLV
VXSSRVLWLRQ
$QLPSRUWDQWIHDWXUHRIWKHSUHPLVHVRIWKHDUJXPHQWLVWKDW-R\FHEHOLHYHVHDFKRI
WKHPWREHDQDO\WLF ,H -R\FHEHOLHYHVWKDWLWLVSDUWRIWKHFRQFHSWRI PRUDOREOLJDWLRQ
WKDWZKHQHYHUVRPHRQHLVREOLJDWHGWRGRVRPHWKLQJ KHKDVDVSHFLDOUHDVRQWRDFW DQGLW
LVSDUWRIRXUFRQFHSWRID UHDVRQWRDFW WKDWQRRQHHYHUKDVRQHRIWKHVHVSHFLDOUHDVRQV
7KLVLVDIHDWXUHWKDW-R\FH·VDUJXPHQWGRHVQRWREYLRXVO\VKDUHZLWK0DFNLH·VRULJLQDO
DUJXPHQWVIRUWKHHUURUWKHRU\ $V, H[SOLFDWHG0DFNLH·VDUJXPHQWV HDFKZDVVXSSRVHG
WRLQYROYHD´QRQVXEVWDQWLYHµDQGD´VXEVWDQWLYHµSUHPLVH 7KHQRQVXEVWDQWLYHSUHPLVH
ZDVVXSSRVHGWREHDFODLPPHUHO\DERXWRXUPRUDOFRQFHSWV 7KHVXEVWDQWLYHSUHPLVHZDV
VXSSRVHGWREHDFODLPDERXWZKDWWKHZRUOGLVUHDOO\OLNH LWZDVQRWVXSSRVHGWREHD
FRQFHSWXDOFODLP
$V-R\FHZRXOGKDYHLW WKRXJK ERWKSDUWVRIWKHDUJXPHQWDUHFODLPVDERXWRXUPRUDO
FRQFHSWV 2QKLVYLHZ WKHQ ERWKSUHPLVHVPD\EHSUHÀ[HGZLWKVRPHVXFKRSHUDWRUDV
¶LWLVFRQFHSWXDOO\QHFHVVDU\WKDW· $VDUHVXOWRIWKLVIDFW -R\FH·VSUHPLVHVVHHPWRLPSO\
WKDWWKHUHLVVRPHNLQGRIDQLQFRQVLVWHQF\EHWZHHQRXUFRQFHSWVRI PRUDOREOLJDWLRQ DQG
UHDVRQWRDFW , SRLQWWKLVRXWQRWDVDFRPSODLQW EXWUDWKHUDVDSUHOLPLQDU\WRDSURSHU
XQGHUVWDQGLQJWKHVRUWVRIUDWLRQDOHVZHPLJKWH[SHFWIRUKLVSUHPLVHV :HVKRXOGQRWH[SHFW
-R\FHWRSURYLGHVRPHNLQGRIHPSLULFDOO\EDVHGUDWLRQDOHIRUWKHP -R\FH·VUDWLRQDOHVDUH
VXSSRVHGWREH DSULRUL WKH\RQO\LQYROYHDSSHDOVWRLQWXLWLRQVDERXWSRVVLEOHFDVHV
:LWKWKLVLQPLQG ZHDUHQRZLQDSRVLWLRQWRFRQVLGHUWKHUDWLRQDOHVWKDW-R\FHSURYLGHV
IRUKLVSUHPLVHV , EHJLQZLWKWKHÀUVWSUHPLVH DFFRUGLQJWRZKLFKPRUDOREOLJDWLRQUHTXLUHV
REMHFWLYHUHDVRQV -R\FHDVNVXVWRLPDJLQHDFLUFXPVWDQFHLQZKLFKDQLQGLYLGXDOKDV
GRQHVRPHWKLQJPRUDOO\ZURQJE\RXURZQOLJKWV -R\FH·VFODLPLVWKDW SURYLGHGWKDWZH
&RPSDUH*DUQHU ZKRZULWHV ´,WLVWKHSHFXOLDUFRPELQDWLRQRIREMHFWLYLW\DQGSUHVFULSWLYLW\UDWKHUWKDQDQ\LQWULQVLFPRWLYDWLRQDOSRZHU WKDWPDNHVPRUDOIDFWVDQGSURSHUWLHVTXHHUµ

DUHZLOOLQJWRVD\WKDWWKHLQGLYLGXDOKDVGRQHVRPHWKLQJZURQJ ZHPXVWJRRQWRDGPLW
WKDWKHKDVDQREMHFWLYHUHDVRQQRWWRSHUIRUPWKDWDFWLRQ ,WZRXOGEHLQFRKHUHQWIRUXVWR
VD\WKDWKHKDVQRREMHFWLYHUHDVRQ SURYLGHGWKDWZHZHUHZLOOLQJWRVD\WKDWKHPRUDOO\
RXJKWQRWWRSHUIRUPWKHDFWLRQ
7KDWLVWKHUDWLRQDOHLQWKHDEVWUDFW ,WPD\EHKHOSIXOWRFRQVLGHU-R\FH·VIDYRULWHFRQ
FUHWHH[DPSOH +HZULWHV
>&RQVLGHU@3ODWR·VH[DPSOHRI*\JHVZLWKKLVULQJRILQYLVLELOLW\ ZKRVRXJKWWRVDWLVI\KLVEDVHVWSDVVLRQVE\VWHDOLQJDQGUDSLQJDWZLOO 2IFRXUVH WKHUHDUHDOOVRUWVRISUXGHQWLDOUHDVRQVWKDWRQHPLJKWJLYHDSHUVRQDVWRZK\KHVKRXOGQ·WDFWOLNHWKLV KH·OOHQGXSIHHOLQJGLVFRQQHFWHGIURPKLVFRPPXQLW\SHRSOHZRQ·WWUXO\ORYHKLP KH·OOIHHOJXLOW\ KH·OOJHWERUHG HWF HWF %XWZHDUHDOORZHGWRVWLSXODWHWKHH[DPSOHVXFKWKDWQRQHRIWKHVHVSHDNWR*\JHV·WUXHHQGV²KHLVVLPSO\GHSUDYHGDQGHQMR\VWKHIUXLWVRIKLVGHJHQHUDWHEHKDYLRXU%HFDXVHRXUPRUDOIUDPHZRUNLVFDWHJRULFDOZHFDQFDUU\RQOHJLWLPDWHO\VD\LQJ¶*\JHV\RXRXJKWQRWWRGRWKDW· %XWLIRXUXWWHUDQFHVDUHPHUHO\DYHUEDORXWSXWWKDWKDVEHHQYDOLGDWHGE\DQLQVWLWXWLRQRIRXURZQFUHDWLRQ WKHQLWDOOEHJLQVWRVRXQGUDWKHUVKULOO :HFDQSLFWXUH*\JHVSDXVLQJLQVRPHVDGLVWLFXQGHUWDNLQJ DFNQRZOHGJLQJWRXVWKDW \HV ZHDUHVSHDNLQJOHJLWLPDWHO\ZKHQZHDVVHUWWKDWKHPRUDOO\RXJKWQRWWRDFWWKLVZD\ DQGWKHQVKUXJJLQJDQGFDUU\LQJRQ $QGLIRXUFDWHJRULFDOLPSHUDWLYHVDUHQRWKLQJPRUHWKDQDQLQVWLWXWLRQDOO\EDFNHGZD\RIVSHDNLQJ ZK\VKRXOGKHGRRWKHUZLVH" 
7KHTXHVWLRQDWWKHHQGRIWKLVSDVVDJHLVMXVWDELWRIUKHWRULF -R\FHEHOLHYHVWKDWLIWKHUHDUH
QRFDWHJRULFDO QRQLQVWLWXWLRQDOUHDVRQVIRU*\JHVQRWWRGRZKDWKH·VGRLQJ WKHQ*\JHV
FDQOHJLWLPDWHO\LJQRUHRXUUHTXHVWV %XWVLQFH LQWXLWLYHO\ *\JHVFRXOGQRWLJQRUHXVOLNH
WKLV ZHPXVWEHFRPPLWWHGWRDQREMHFWLYHUHDVRQIRU*\JHVWRVWRS 7KXV-R\FHFRQWLQXHV
,Q>7KH0\WKRI0RUDOLW\@, WULHGWRSXPSWKHLQWXLWLRQWKDWRXUXQHDVHZLWKWKLVVFHQDULROHDYHVXVJURSLQJIRU QRQLQVWLWXWLRQDO FDWHJRULFDOUHDVRQV 
7KXV-R\FHLQIHUVWKDW3LVWUXH PRUDOREOLJDWLRQVDQDO\WLFDOO\HQWDLOWKHH[LVWHQFHRI
REMHFWLYHUHDVRQV
&RPSDUH-R\FH    

-R\FH·VVHFRQGSUHPLVHVD\VWKDWWKHUHDUHQRFDWHJRULFDO QRQLQVWLWXWLRQDOUHDVRQVWR
DFW :KDWFDQEHVDLGLQIDYRURIWKLVFODLP" -R\FHDFFHSWVDJHQHUDODQDO\VLVRIWKHFRQ
FHSWRID UHDVRQWRDFW WKDWPDNHVUHDVRQVGHSHQGHQWXSRQSV\FKRORJ\RURQWKHH[LVWHQFH
DQGGHFUHHVRILQVWLWXWLRQV ,IVXFKDJHQHUDODQDO\VLVLVFRUUHFW WKHQWKHUHFDQQRWEHDQ\
FDWHJRULFDO QRQLQVWLWXWLRQDOUHDVRQVWRDFW 7KXV-R\FH·VHYLGHQFHIRUWKLVFODLP LIKHKDV
DQ\ LVSDUDVLWLFRQZKDWHYHUPD\EHVDLGLQVXSSRUWRIKLVJHQHUDODFFRXQWRIUHDVRQVWRDFW
$OWKRXJKQRZKHUHLQKLVZRUNGRHV-R\FHFOHDUO\IRUPXODWHVRPHSDUWLFXODUDQDO\VLV
RIUHDVRQV , FDQFRQÀGHQWO\DVVHUWWKDWKHDFFHSWVZKDW, KDYHFDOOHG¶+XPHDQLVPDERXW
UHDVRQV·
7KHVLV +XPHDQLVPDERXW5HDVRQV :KHQHYHUDSHUVRQKDVDUHDVRQWRGRVRPHWKLQJ WKHUHDUH RUKHEHOLHYHVWKHUHDUH VRPHGHVLUHV LQWHUHVWV RUHQGVWKDWZRXOGEHSURPRWHGE\KLVGRLQJLW
2IFRXUVH 7KHVLVLVQRWDQDQDO\VLVRIWKHQRWLRQRIDUHDVRQWRDFW ,QRUGHUWRFRXQWDV
DQDQDO\VLV LWZRXOGKDYHWRVWDWHQHFHVVDU\DQGVXIÀFLHQWFRQGLWLRQVIRUWKHDSSOLFDWLRQRI
WKHFRQFHSW 1RQHWKHOHVV ,·OOWUHDWLWDVDSDUWLDODQDO\VLVRIWKHQRWLRQ
$V, VHHLW WKHQ -R\FH·VUDWLRQDOL]DWLRQRI3LQYROYHVDQDSSHDOWR+XPHDQLVPDERXW
UHDVRQV ,IZHVXSSRVH WRZDUGD UHGXFWLR WKDWVRPHRQHKDVDQREMHFWLYHUHDVRQWRGRVRPH
WKLQJ WKHQZHDUHFRPPLWWHGWRDSRVVLEOHFRXQWHUH[DPSOHWR7KHVLV )RUH[DPSOH LIZH
DFFHSWWKDW*\JHVKDVVRPHFDWHJRULFDO QRQLQVWLWXWLRQDOUHDVRQWRVWRSVWHDOLQJ ZHDFFHSW
WKDWKHKDVDUHDVRQWRVWRS %XWVLQFHWKLVUHDVRQZRQ·WGHSHQGXSRQ*\JHV·SV\FKRORJ\
LWLVDFDWHJRULFDOUHDVRQ DQGLWZRQ·WGHSHQGRQDQ\LQVWLWXWLRQLWLVQRQLQVWLWXWLRQDO
LWLVSRVVLEOHWKDWQRGHVLUHV LQWHUHVWV RUHQGVZRXOGEHSURPRWHGE\KLVVWRSSLQJ 6LQFH
7KHVLVHQWDLOVWKDWVXFKDVLWXDWLRQLVLPSRVVLEOH RXULQLWLDO UHGXFWLR VXSSRVLWLRQPXVWEH
LQFRKHUHQW
6HH HJ -R\FH  &KDSWHUVDQG ZKLFKZRXOGPRVWOLNHO\FRQWDLQDIRUPXODWLRQRIKLVDQDO\VLVRIUHDVRQV
, EHOLHYHWKDW-R\FHDFFHSWVDVWURQJHUYHUVLRQRI+XPHDQLVPDERXWUHDVRQVWKDQGRHV0DFNLH 2QWKLVVWURQJHUYHUVLRQ ZKHQVRPHRQHKDVDUHDVRQWRGRVRPHWKLQJ KHKDV RUKHEHOLHYHVWKHUHDUH VRPHGHVLUHVLQWHUHVWV RUHQGV RIKLV WKDWZRXOGEHSURPRWHGE\KLVGRLQJLW

 &ULWLFLVPRI-R\FH·V)LUVW$UJXPHQW
,QWKLVVHFWLRQ , EHJLQE\VXJJHVWLQJWZRZD\VWRFULWLFL]H-R\FH·VÀUVWDUJXPHQW $F
FRUGLQJWRWKHÀUVW 3LVIDOVH DQGWKHVHFRQGFULWLFLVPKDVLWWKDW3LVIDOVH $OWKRXJK
, WKLQNWKHVHURXWHVSUHVV-R\FHRQWKHFRUUHFWLVVXHV , GRQRWWKLQNWKH\JHWWRWKHKHDUW
RIWKHSUREOHPZLWK-R\FH·VÀUVWDUJXPHQW ,QVXEVHFWLRQ , VWDWHZKDW, WDNHWREHD
GHYDVWDWLQJZRUU\IRU-R\FH·VDUJXPHQW
 7ZR,QFRPSOHWH2EMHFWLRQV
,I\RXDVVXPHWKDWWKHUHLVQRHTXLYRFDWLRQLQ-R\FH·VDUJXPHQW DQG\RXGRQRWKDYHDQ
LQWHUHVWLQTXLEEOLQJDERXWZKHWKHUKLVUDWLRQDOHVUHDOO\VKRZZKDWKHZDQWVWKHPWRVKRZ
WKHQWKHUHDUHWZR SULPDIDFLH SURPLVLQJZD\VWRFULWLFL]HWKHDUJXPHQW
)LUVW \RXPLJKWUHMHFWWKHLQWXLWLRQEHKLQGWKHUDWLRQDOHIRUWKHÀUVWSUHPLVH ,H \RX
PLJKWKDYHQRLQWXLWLRQWKDW*\JHVKDVDUHDVRQQRWWRUDSHRUVWHDO VLPSO\ EHFDXVH QRQH
RIKLVGHVLUHVZRXOGEHSURPRWHGE\GRLQJVR 6HFRQG \RXPLJKWUHMHFW-R\FH·VSDUWLDO
DQDO\VLVRIUHDVRQV ,H SHUKDSVLWLVXQPRWLYDWHGDVDJHQHUDODQDO\VLVRIWKHQRWLRQRI
DUHDVRQ VLPSO\ EHFDXVH LWLVXQDEOHWRDFFRXQWIRU*\JHV·UHDVRQWRVWRS ,·OOFRPPHQW
RQERWKRIWKHVHURXWHVEHIRUH, VXJJHVW LQVXEVHFWLRQ ZKDW, WDNHWREHDGHYDVWDWLQJ
REMHFWLRQWRWKHDUJXPHQW %RWKZLOOSOD\DFUXFLDOUROHLQP\REMHFWLRQ
7KHÀUVWNLQGRIFULWLFLVPFDQEHPRWLYDWHGE\LPDJLQLQJDSKLORVRSKHUZKR SULRUWR
FRQVLGHULQJ-R\FH·VDUJXPHQW KDVEHHQFRQYLQFHGE\VRPHJHQHUDO+XPHDQDQDO\VLVRI
UHDVRQVWRDFW 6XFKDSKLORVRSKHU DV, DPLPDJLQLQJKLP ZLOOHQJDJHZLWK-R\FH·VDUJX
PHQWDVIROORZV
´:KHQ, FRQVLGHUWKHFDVHRI*\JHV , DP LQFOLQHGWRVD\WKDWKH PRUDOO\
RXJKWQRW WRVWHDO +RZFRXOG, QRWKDYHWKLVLQWXLWLRQDERXWWKHVHGHWHVWDEOHDFWLRQV" 1HYHUWKHOHVV VLQFHDOOUHDVRQVWRDFWPXVWEHGHSHQGHQWHLWKHURQSV\FKRORJLFDORULQVWLWXWLRQDOIDFWV , KDYH QR LQFOLQDWLRQWRDFFHSWWKDW*\JHV
6KDIHU/DQGDXUHMHFWVERWKSUHPLVHVRI-R\FHDUJXPHQW WKRXJKKLVDWWDFNRQ-R\FHLVTXLWHGLIIHUHQWIURPPLQH ,WLVKDUGWRVHHKRZ6KDIHU/DQGDX·VFULWLFLVPVZRXOGEHFRPSHOOLQJDJDLQVW-R\FHVHHEHORZ , EHOLHYHWKDWP\FULWLFLVPVZRXOGEHFRPSHOOLQJ DQGVR, SUHIHUPLQHWRKLV

KDVDUHDVRQQRW WRVWHDO²VRORQJDVQRQHRIKLVGHVLUHVZRXOGEHIXUWKHUHGE\GRLQJVR DQGKHGRHVQ·WDFFHSWDQ\LQVWLWXWLRQDOUXOHVDJDLQVWVWHDOLQJDQGUDSLQJ 0RUDOREOLJDWLRQVLPSO\GRHVQ·WKDYHWKLVNLQGRILQWHUQDOFRQQHFWLRQWRUHDVRQV , WKHUHIRUHGHQ\-R\FH·VÀUVWSUHPLVHµ
6XFKDSKLORVRSKHULVDEOHWRLPDJLQHWKHFDVHRI*\JHV EXWLVQRWERWKHUHGE\*\JHV·
LJQRULQJRXUUHTXHVWVWRVWRSUDSLQJDQGVWHDOLQJ LW·VSHUIHFWO\UHDVRQDEOHIRU*\JHVWRGR
VR ,QP\RSLQLRQ WKHUHLVQRREYLRXV SULPDIDFLH FRQFHSWXDOLQFRKHUHQFHLQVXFKDYLHZ
0RUHRYHU LWLVXQFOHDUZKDW-R\FHFRXOGVD\LQUHSO\ LIDSKLORVRSKHUGRHVQ·WKDYHWKH
LQWXLWLRQ LW·VKDUGWRJHWKLPWRDFFHSWLWZLWKRXWDFHUWDLQDPRXQWRIEURZEHDWLQJ &DOOWKLV
WKH 5HMHFWWKH,QWXLWLRQ UHVSRQVH
$ VHFRQGNLQGRIREMHFWLRQWDUJHWV3 7KLVREMHFWLRQFDQEHPRWLYDWHGE\LPDJLQ
LQJWKHSKLORVRSKHUZKR SULRUWRFRQVLGHULQJ-R\FH·VDUJXPHQW KDVEHHQFRQYLQFHGWKDW
PRUDOREOLJDWLRQVDOZD\VHQWDLOUHDVRQVWRDFW 7KLVSKLORVRSKHUZLOOHQJDJHZLWK-R\FH·V
DUJXPHQWDVIROORZV
´,W·VLQWXLWLYHO\REYLRXVWKDW*\JHVPRUDOO\RXJKWQRWWRVWHDO +HWKHUHIRUHKDVDUHDVRQQRWWRVWHDO WKDW·VMXVWSDUWRIZKDWZHPHDQZKHQZHVD\WKDWKHKDVVXFKDQREOLJDWLRQ %XW, KDYHQRLQFOLQDWLRQWRDFFHSWD+XPHDQDQDO\VLVRIUHDVRQV²DWEHVW DQ\+XPHDQVHWRIQHFHVVDU\DQGVXIÀFLHQWFRQGLWLRQVIRUUHDVRQVWRDFWVKRXOGEHFRQVLGHUHGDQ LQFRPSOHWH DQDO\VLV ,WRQO\WHOOVXVDERXWWKRVHUHDVRQVWKDWGHSHQGRQSV\FKRORJ\RULQVWLWXWLRQDOGHFUHHV ,WGRHVQ·WWHOOXVDERXWWKHNLQGVRIUHDVRQVWKDWDUHJURXQGHGLQPRUDOREOLJDWLRQ , WKHUHIRUHUHMHFW-R\FH·VVHFRQGSUHPLVH DVDQDQDO\VLVRIDOOUHDVRQVWRDFW LWLVIDOVHµ
7KLVSKLORVRSKHUUHMHFWVWKH+XPHDQDQDO\VLVRIUHDVRQVEHFDXVHLWLVQ·WDEOHWRDFFRXQW
IRUWKHDOOHJHGUHDVRQWKDW*\JHVKDVLQ-R\FH·VH[DPSOH 2IFRXUVH LWVHHPVFKHDSLQWKH
FRQWH[WRI-R\FH·VDUJXPHQWWRSHUIRUPVXFKD*(0RRUHVKLIW -R\FHFRXOGDFFXVHVXFK
DSKLORVRSKHURI´EHJJLQJWKHTXHVWLRQµ %XWLWLVFUXFLDOWRQRWH DWOHDVW WKDWFDVHVOLNH
6XSSRVHWKDWVRPHRQHSUHVHQWVDPRGXVSRQHQV LQIHUHQFHWR\RX p → q, p ` q 7KHQRQHZD\WRSHUIRUPWKH*(0RRUHVKLIWLVWR´WROOHQVWKHLUSRQHQVµ p → q,¬q ` ¬p 2EYLRXVO\ DQRWKHUZD\WRSHUIRUPWKH*(0RRUHVKLIWLVWR´SRQHQVVRPHRQHVWROOHQVµ

*\JHVDUHFRPPRQO\WKRXJKWWREHWKHPDLQSUREOHPIRU+XPHDQDQDO\VHVRIUHDVRQV
&DOOWKLVWKH 5HMHFWWKH$QDO\VLV UHVSRQVH
, WDNHLWWKDWERWKRIWKHVHREMHFWLRQVZRXOGOHDGWRDVRUWRIGHDGORFNLQDGHEDWHZLWK
-R\FH ,IVRPHRQHWRRNWKHÀUVWRSWLRQ -R\FHFRXOGKDYHQRDOWHUQDWLYHEXWWRDJUHHWR
GLVDJUHH <RXFDQ·WIRUFHVRPHRQHWRKDYHDQLQWXLWLRQWKDWKHGRHVQ·WKDYH ,IVRPHRQHWRRN
WKHVHFRQGRSWLRQ -R\FHFRXOGDFFXVHKLPRIEHJJLQJWKHTXHVWLRQ %XWWKDWSKLORVRSKHU
FRXOGHTXDOO\DFFXVH-R\FHRIKDYLQJWKHEXUGHQRISURRI VLQFHWKHDUJXPHQWLQTXHVWLRQLV
-R\FH·V
0\UHDFWLRQWRWKLVLVWKDWQHLWKHURIWKHVHURXWHV LQWKHHQG VHHPVSURPLVLQJ , KDYH
QRLQWHUHVWLQSOD\LQJEXUGHQRISURRIWHQQLV DQG, DPKRSHIXOWKDWWKHUHLVDZD\WRDYRLG
GHDGORFN 7KHZD\IRUZDUG LQP\RSLQLRQ LVWRDUJXHWKDW-R\FH·VDUJXPHQWHTXLYRFDWHV
RQ¶KDVDUHDVRQ· 2QFHZHGLVWLQJXLVKWZRQDWXUDOVHQVHVRIWKHSKUDVH ZHZLOOÀQGWKDW
RQDQ\XQLIRUPLQWHUSUHWDWLRQRI-R\FH·VDUJXPHQW RQHRIWKHSUHPLVHVLVIDOVH
 $ &RPSOHWH2EMHFWLRQ
, DPQRWWKHÀUVWWRSRLQWRXWDQDPELJXLW\LQ-R\FH·VDUJXPHQW ,QWKHFRQWH[WRIGLV
FXVVLQJSRVVLEOHYHUVLRQVRIWKHPRUDOHUURUWKHRU\ 'DYLG/HZLVZULWHV
>0@RUDOLW\KDVEHHQDFFXVHGRISUHVXSSRVLQJTXLWHDYDULHW\RIHUURUV 3HUKDSVWKHUHLVWKHHUURURIVXSSRVLQJWKDWWKHGLFWDWHVRIPRUDOLW\JLYHXVUHDVRQVIRUDFWLQJUHJDUGOHVVRIRXUDFWXDORUSRWHQWLDOGHVLUHV >+HUH/HZLVFLWHV-R\FH @ %XWDJDLQ, DPQRWVXUHWKDWVRPHRQHZKRVHHVÀWWRXVH¶UHDVRQ·LQVXFKDQH[SDQVLYHZD\KDVH[FHHGHGKLVOLQJXLVWLFULJKWV , GRDJUHHKRZHYHU WKDWLWLVDQHUURUWRVXSSRVHWKDWWKHGLFWDWHVRIPRUDOLW\JLYHXVUHDVRQVWKDWDUHUHDVRQVLQMXVWWKHVDPHQRQGLVMXQFWLYHVHQVHLQZKLFKUHDVRQVEDVHGRQVHUYLQJRXUDFWXDODQGSRWHQWLDOGHVLUHVDUHUHDVRQV VRWKDWPRUDODQGGHVLUHEDVHGUHDVRQVFDQFRPSHWHIRUWKHVWDWXVRIUHDVRQV VLPSOLFLWHU /HZLV  FI %DODJXHU  
,QWKLVSDVVDJH /HZLVVHHPVWRDFFHSWWKDWWKHUHPD\EHDVHQVHRI¶UHDVRQ·RQZKLFK-R\FH·V
ÀUVWSUHPLVHLVWUXH +HDOVRVHHPVWRDFFHSWWKDWWKHUHLVDVHQVHRI¶UHDVRQ·WKDWPDNHV
6HH HJ 6FKURHGHU  &KDSWHU

-R\FH·VVHFRQGSUHPLVHLVWUXH :KDW/HZLVZRXOGGHQ\LVWKDWWKHUHLVRQHVHQVHRI¶UHDVRQ·
RQZKLFKERWKRI-R\FH·VSUHPLVHVDUHWUXH 7KDWLVZKDW/HZLVLPSOLHVZKHQKHVXJJHVWV
WKDWPRUDODQGGHVLUHEDVHGUHDVRQVVKRXOGQRWEHVXSSRVHGWREHLQFRPSHWLWLRQIRUWKH
VWDWXVRIUHDVRQV VLPSOLFLWHU
$OWKRXJK, DJUHHZLWK/HZLVLQWKHEDVLFIRUPRIWKLVREMHFWLRQ , ZRXOGQRWSXWLWLQ
TXLWHWKHZD\WKDWKHGRHV ,QP\RSLQLRQ ZHQHHGQRWVD\WKDW-R\FH·VHTXLYRFDWLRQ
RFFXUVLQWKHSKUDVH¶UHDVRQ· EXWUDWKHU LQWKHSKUDVH¶KDVDUHDVRQ· 7KDWLV , EHOLHYHWKDW
WKHFUXFLDODPELJXLW\RFFXUVLQ¶KDV· LQVWHDGRILQ¶UHDVRQ· ,QRUGHUWRVHHWKHDPELJXLW\
ÀUVWFRQVLGHUWKHIROORZLQJVHQWHQFHV
 0\ERG\KDVVRPHSK\VLFDOSDUWV P\KDQGV OHJV DQGVRRQ 7KHUHDUHVRPHSK\VLFDOWKLQJVWKDWDUHSDUWVRIP\ERG\ P\KDQGVOHJV DQGVRRQ
7KHUHLVDXVDJHRI¶KDV·DQGLWVV\QWDFWLFYDULDQWVZKHUHDOOWKDWLVUHTXLUHGIRU\RXWR
´KDYHµVRPHWKLQJLVIRUWKDWWKLQJWRH[LVW ,QRXUPHUHRORJLFDOGLVFRXUVH IRUH[DPSOH ZH
UHDGLO\SDUDSKUDVHZLWK WKHUHLVQRVLJQLÀFDQWGLIIHUHQFHLQFRQWHQWEHWZHHQWKHVH
VHQWHQFHV 7KLVKROGVIRUDODUJHSRUWLRQRIRXUGLVFRXUVHLQRWKHUDUHDV WRR WRVD\WKDW,
KDYHSDUHQWVMXVWLVWRVD\WKDWWKHUHDUHVRPHSDUHQWVRIPH WRVD\WKDW, KDYHDELNHMXVWLV
WRVD\WKDWWKHUHLVDELNHWKDW, RZQ DQGVRRQ
,QVRPHRIRXUGLVFRXUVHLQYROYLQJ¶KDV· KRZHYHU WKHUHLVDQH[WUDUHTXLUHPHQW ,Q
RUGHUWR´KDYHµVRPHWKLQJLQWKLVVHQVH LWQRWRQO\PXVWH[LVW \RXPXVWDOVREHDUVRPH
LQWHQWLRQDOUHODWLRQWRLW ,H \RXPXVWHLWKHUDFFHSWLW RU\RXPXVWDWOHDVWEHDZDUHRI
LWVH[LVWHQFH RUPD\EH\RXPXVWKDYHVRPHNLQGRISV\FKRORJLFDODFFHVVWRLW $VDQ
LOOXVWUDWLRQRIWKLVVWURQJHUVHQVHRI¶KDV· FRQVLGHUDQH[DPSOHIURPHSLVWHPRORJ\ 6XSSRVH
WKDW, VHH)UHGLQKLVRIÀFH EXWDIWHUDZKLOH, WHPSRUDULO\IRUJHWWKLVIDFW LWKDVVNLSSHGP\
PLQG , FRXOGSHUKDSVUHFDOOWKDW, VDZKLPHDUOLHULI, ZHUHSURPSWHGDQG, WKRXJKWDERXW
%XW, GRDFFHSWWKDW¶UHDVRQWRDFW·LVQRWXQLYRFDOLQRXUGLVFRXUVH 2XUXVDJHKDVQRWGHWHUPLQHGDVLQJOHXQLTXHVHQVHRIWKHWHUP

LWIRUDELW WKRXJK, PD\LQLWLDOO\GHQ\WKLVIDFW 7KHIROORZLQJVHQWHQFHVVHHPWUXHZKHQ
HYDOXDWHGUHODWLYHWRVXFKDFRQWH[W
 7KHUHLVVRPHUHDVRQIRUPHWREHOLHYHWKDW)UHGLVLQKLVRIÀFH , GRQ·WKDYHUHDVRQWREHOLHYHWKDW)UHGLVLQKLVRIÀFH
2QWKHPRVWQDWXUDOUHDGLQJRI LWVKRXOGFRPHRXWWUXH 6LQFH, VDZ)UHGLQKLVRI
ÀFHHDUOLHU WKHUHLVVRPHUHDVRQIRUPHWREHOLHYHWKDWKH·VLQKLVRIÀFH ,QJHQHUDO RXU
SHUFHLYLQJVJLYHXVUHDVRQVWREHOLHYHZKDWWKH\DUHSHUFHLYLQJVRI DWOHDVWVRORQJDVZH
KDYHQ·WWDNHQKDOOXFLQRJHQVRIVRPHNLQG 1RQHWKHOHVV RQDWOHDVWRQHQDWXUDOUHDGLQJRI
 LWVKRXOGEHWUXH 6LQFH LQWKLVFRQWH[W , GRQRWSUHVHQWO\DFFHSWWKDW, VDZ)UHGLQKLV
RIÀFHHDUOLHU , GRQ·WSUHVHQWO\ KDYH UHDVRQWREHOLHYHWKDWKH·VLQKLVRIÀFH 7KXVLWVHHPV
WKDWLQWKHVHHSLVWHPLFFRQWH[WV ¶KDV·GRHVQRWKDYHWKHVDPHPHDQLQJDVGRHV¶KDV·LQ
PHUHRORJLFDOFRQWH[WV ,ILWGLG WKHQDQGFRXOGQ·WERWKEHWUXHRIPHLQWKLVFRQWH[W
%HIRUH, PRYHRQ LWLVLPSRUWDQWWRQRWHWKDWWKHUHDUHDWOHDVWWZRPRUHRUOHVVQDWXUDO
UHDGLQJVRI )LUVW WKHUHLVWKHUHDGLQJWKDW, UHOLHGRQDERYHWRPDNHFRPHRXWWUXH
:HFDQSDUDSKUDVHLWURXJKO\DVIROORZV
· $OWKRXJKWKHUHLVDUHDVRQIRUPHWREHOLHYHWKDW)UHGLVLQKLVRIÀFH, GRQ·WSUHVHQWO\DFFHSWLW DQGLWLV QRWDFFHVVLEOHE\PH ULJKWQRZ VR, GRQ·W
KDYH LW
7KLVFRUUHVSRQGVWRWKHVWURQJHUVHQVHRI¶KDV· ZKHUHLQRUGHUWRKDYHVRPHWKLQJ\RXPXVW
EHDUVRPHVRUWRILQWHQWLRQDOUHODWLRQWRWKHREMHFW %XWWKHUHLVDOVRDUHDGLQJWKDWFRUUH
VSRQGVWRWKHZHDNHUVHQVHWKDWZHUHDGLO\LQYRNHLQPHUHRORJLFDOFRQWH[WV
µ 7KHUHLVQRUHDVRQ IRUPH WREHOLHYHWKDW)UHGLVLQKLVRIÀFH VR, GRQ·W
KDYH VXFKDUHDVRQ
2QWKLVUHDGLQJ LQRUGHUWRKDYHDUHDVRQWREHOLHYHVRPHWKLQJ LWPHUHO\QHHGVWREHD
UHDVRQ IRUPH 7KLVSDUDOOHOVWKHPHUHRORJLFDOH[DPSOH ZKHUHLQRUGHUWRKDYHDSDUW LW
PHUHO\QHHGVWREHDSDUW RIPH , GRQ·WKDYHWREHDUDQ\FUXFLDOLQWHQWLRQDOUHODWLRQVRI
DFFHSWDQFHRILWRUDFFHVVLELOLW\WRLW

+RZVKRXOGWKLVDPELJXLW\LQ¶KDV·DIIHFWRXUHYDOXDWLRQRI-R\FH·VDUJXPHQW" , EH
OLHYHWKDWLQWKHDUJXPHQW ERWKSUHPLVHVFRPHRXWWUXHRQO\LIZHGRQRWLQWHUSUHW¶KDV·
XQLIRUPO\WKURXJKRXW +RZHYHU RQVXFKDQXQGHUVWDQGLQJ WKHDUJXPHQWFRPPLWVWKHIDO
ODF\RIHTXLYRFDWLRQ DQGVRLWLVLQYDOLG /HWPHH[SODLQ
)RUVLPSOLFLW\ OHWXVDEVWUDFWDZD\IURPWKHWHFKQLFDOWHUPVLQ-R\FH·VDUJXPHQW DQG
LQVWDQWLDWHKLVSUHPLVHVWRWKHH[DPSOHLQYROYLQJ*\JHV 7KXV LQWKHIROORZLQJVHQWHQFHV
OHW¶UHDVRQ·PHDQWKHVDPHDV¶FDWHJRULFDO QRQLQVWLWXWLRQDOUHDVRQ· -R\FH·VDUJXPHQWWKHQ
ORRNVOLNHWKLV
 ,I*\JHVPRUDOO\RXJKWQRWWRVWHDO WKHQKHKDVDUHDVRQQRWWRVWHDO %XW*\JHVGRHVQRWKDYHDUHDVRQQRWWRVWHDO 7KHUHIRUH LWLVQRWWKHFDVHWKDW*\JHVPRUDOO\RXJKWQRWWRVWHDO
,IZHDSSO\WKHDERYHOHVVRQDERXWRXUWDONRI´KDYLQJµWR WKHQZHÀQGWKDWWKHUH
DUHWZRXQLIRUPZD\VWRLQWHUSUHWWKHVHSUHPLVHV
2QWKHÀUVWZD\ ZHPD\LQWHUSUHW¶KDYH·ZLWKLWVZHDNHUPHDQLQJ
· ,I*\JHVPRUDOO\RXJKWQRWWRVWHDO WKHQWKHUHLVDUHDVRQIRUKLPQRWWRVWHDO· %XWWKHUHLVQRUHDVRQIRU*\JHVQRWWRVWHDO
2QWKLVXQGHUVWDQGLQJRIWKHSUHPLVHVRI-R\FH·VDUJXPHQW , WKLQN-R\FHZRXOGEHXQDEOH
WRSURYLGHDFRKHUHQWUHSO\WRDQDQDORJXHRIWKH5HMHFWWKH$QDO\VLVUHVSRQVH 7KDWLV
WKH+XPHDQDQDO\VLVRIUHDVRQVWKDW-R\FHUHOLHVRQLVQRWSODXVLEOHLQWKHOHDVWZKHQLWLV
XQGHUVWRRGDVDQDQDO\VLVRIWKHUHDVRQV WKHUHDUH IRUSHRSOHWRSHUIRUPDFWLRQV ,WGRHVQ·W
HYHQFRPHFORVHWRFDSWXULQJDOORIRXUWDONRIVXFKUHDVRQV VLQFHDODUJHSDUWRIWKDWWDONLV
JURXQGHGLQRXUFRQVLGHUHGFRQYLFWLRQVLQYROYLQJPRUDOREOLJDWLRQ
7KLVREMHFWLRQPLUURUVWKHFODVVLFDOREMHFWLRQWR+XPHDQLVPDERXWUHDVRQVWRWKHHIIHFWWKDWLWLPSOLHVWKHH[LVWHQFHRI´WRRIHZUHDVRQVµ ,QP\RSLQLRQ QRDWWHPSWLQWKHOLWHUDWXUHWRUHSO\WRWKLVREMHFWLRQRQEHKDOIRIWKH+XPHDQKDVEHHQVXFFHVVIXO 6HH6FKURHGHU  &KDSWHU ZKLFKLVWLWOHG¶7RR)HZ5HDVRQV· 7KHRQO\SRVVLELOLW\DYDLODEOHWRWKH+XPHDQ LQP\RSLQLRQ LVWRELWHWKHEXOOHW %XW XQOHVVVRPHH[SODQDWLRQRIRXULQWXLWLRQLVSURYLGHG WKDWLVMXVWWRDFNQRZOHGJHWKDWWKH+XPHDQDQDO\VLVVLPSO\LVQ·WDQDGHTXDWHDFFRXQWRIRXURUGLQDU\FRQFHSWRIDUHDVRQWRDFW $QG, UHPDLQSX]]OHGDWWKHGRJJHGSHUVLVWHQFHVRPHVWLOOKDYHLQDFFHSWLQJVRPHNLQGRI+XPHDQDQDO\VLVRIUHDVRQV LQVSLWHRILWVLQDELOLW\WRH[SODLQDZD\RXU

1RWLFHWKDWWKLVFULWLFLVPRIWKLVGLVDPELJXDWLRQRI-R\FH·VDUJXPHQWLVYHU\VLPLODUWR
ZKDW/HZLVZULWHVLQWKHDERYHSDVVDJH $FFRUGLQJWR/HZLV VRPHRQHZKRXVHV¶UHDVRQ·
LQVXFKDZD\WKDWWKHUHPD\EHUHDVRQVWKDWGRQRWSURPRWHRXUGHVLUHV´KDVQ·WH[FHHGHG
KLVOLQJXLVWLFULJKWVµ , DFFHSWWKLVFODLP EXWDOVRDVRPHZKDWVWURQJHUFODLP VRPHRQHZKR
UHIXVHVWRXVH¶UHDVRQ·LQVXFKDZD\WKDWLWLVLPSRVVLEOHIRUWKHUHWREHUHDVRQVWKDWGRQRW
SURPRWHRXUGHVLUHVKDVLJQRUHGKLVOLQJXLVWLFREOLJDWLRQV
7KHVHFRQGZD\RILQWHUSUHWLQJ-R\FH·VDUJXPHQWLQMHFWVRXUVWURQJHUPHDQLQJLQWR
¶KDV·
µ ,I*\JHVPRUDOO\RXJKWQRWWRVWHDO WKHQWKHUHLVDUHDVRQIRUKLPQRWWRVWHDO DQGKHLVDZDUHRIDQGDFFHSWVWKLVUHDVRQµ %XWWKHUHLVQRUHDVRQIRU*\JHVQRWWRVWHDOWKDW*\JHVLVDZDUHRIDQGDFFHSWV
2QWKLVDOWHUQDWLYHXQGHUVWDQGLQJRIWKHDUJXPHQW WKHVHFRQGSUHPLVH µ VHHPVREYL
RXVO\WUXH *\JHVLVDGHVSLFDEOHKXPDQEHLQJ DQGDOWKRXJKKHPD\EHDZDUHWKDWSOHQW\RI
SHRSOHGLVDSSURYHRIUDSLQJDQGVWHDOLQJ KHVLPSO\GRHVQ·WFDUH +HGRHVQ·WDFFHSWWKRVH
UHDVRQV DQGVRLQRXUVWURQJHUVHQVHRI¶KDYH· KHGRHVQ·WKDYHWKHP 8QIRUWXQDWHO\IRU
-R\FH KRZHYHU WKHUHVHHPVQRWWREHDQ\ZD\IRUKLPWRUHSO\WRWKHDQDORJXHRIWKH5H
MHFWWKH,QWXLWLRQUHVSRQVHLQWKLVFDVH 7KDWLV -R\FH·VÀUVWSUHPLVH µ LVQRZREYLRXVO\
IDOVH $OWKRXJKLWLVLQWXLWLYHWKDW*\JHVPRUDOO\RXJKWQRWWRUDSHDQGVWHDO *\JHVDFFHSWV
QRUHDVRQQRWWRUDSHDQGVWHDO
6R, DFFXVH-R\FHRIHTXLYRFDWLQJ :KHQ, FRQVLGHU3DQG3LQWKHLUQRQGLVDPELJXDWHG
IRUPV ERWKVHHPWRKDYHVRPHLQWXLWLYHDSSHDO %XWRQFH, UHFRJQL]HWKHFUXFLDODPELJXLW\
LQWKHSKUDVH¶KDVDUHDVRQ· , UHDOL]HWKDWWKHLQLWLDODSSHDOGRHVQRWFRXQWIRUPXFKDWDOO
VRORQJDVZHFDQSURYLGHQRXQLIRUPGLVDPELJXDWLRQRIWKHDUJXPHQWRQZKLFKHDFKRI
WKHSUHPLVHVVHHPVWUXH $OOWKHLQWXLWLYHDSSHDOLVH[SODLQHGE\WKHFOHDUSODXVLELOLW\RI
LQWXLWLRQV 2IFRXUVH , DPZLOOLQJWRDFFHSWWKDWWKHUHLVVRPHIRUPRI+XPHDQLVPWKDWLVDEOHWRSURYLGHDSODXVLEOHDFFRXQWRIVRPH VXEVHW RIRXUGLVFRXUVHLQYROYLQJ´UHDVRQVWRDFWµ EXWDVDJHQHUDODFFRXQWRIUHDVRQV +XPHDQLVPLVKRSHOHVV

·DQGµ EXWWKHUHLVQRYDOLGDUJXPHQWIRU-R\FH·VFRQFOXVLRQWKDWDULVHVRXWRIWKHVH
SUHPLVHV , WKHUHIRUHUHMHFWWKLVDUJXPHQWDVXQVRXQG
 -R\FH·V6HFRQG$UJXPHQW
, GRQRWNQRZZKHWKHU-R\FHZRXOGDFFHSWP\FULWLFLVPRIKLVDUJXPHQW ,QKLVPRUH
UHFHQWZRUN KRZHYHU KHVHHPVWRUHWUDFWWKHDUJXPHQW -R\FHZULWHV
:HZDQWVRPHWKLQJWKDW UHDOO\ ELQGV*\JHV VXFKWKDWKHLVPDNLQJDPLVWDNH E\KLVRZQVWDQGDUGV HYHQLIKHFDQQRWEHEURXJKWWRUHFRJQL]HWKLV , KDYHFRPHWRVXVSHFWWKDWP\LQDGHTXDF\LQDUWLFXODWLQJWKLVLGHDLVQRWEHFDXVHRIDQ\IDLOXUHRILPDJLQDWLRQRUHORTXHQFH 5DWKHU PRUDOLW\PD\EHLPEXHGZLWKDGHHSO\P\VWHULRXVNLQGRIIRUFH²DNLQGRISULPLWLYHIHHOLQJRI¶EHLQJERXQGE\UXOHVDQGHQGV·WKDWUHVLVWVH[SOLFDWLRQ  3HUKDSV0DFNLHDQG, IXPEOHWRGLVVHFWVRPHWKLQJWKDWE\LWVYHU\QDWXUHFDQQRWEHEURXJKWLQWRWKHOLJKWWREHSLFNHGRYHUE\SKLORVRSKLFDOVFUXWLQ\  
,QWKLVSDVVDJH , XQGHUVWDQG-R\FHWRDFFHSWWKDWKLVDUJXPHQWLVVRPHWKLQJRIDIDLOXUH
+HVXJJHVWVWKDWLWZDVDPLVWDNHWRIRUPXODWHLWLQWHUPVRI¶FDWHJRULFDO QRQLQVWLWXWLRQDO
UHDVRQV· ,WVHHPV WKHQ WKDWKHZDQWVWRUHSODFHKLVUHIHUHQFHWRUHDVRQVZLWKUHIHUHQFHWR
VRPH´GHHSO\P\VWHULRXVNLQGRIIRUFHµ ,Q 7KH(YROXWLRQRI0RUDOLW\ -R\FHFRLQVDWHUP
IRUWKLVIRUFH ¶SUDFWLFDORRPSK· +HZULWHV
, FODLPWKDWPRUDOQRUPDWLYLW\KDVDGLVWLQFWLYHNLQGRISUDFWLFDO´RRPSKµ'HVSLWHDSSHDUDQFHV , FKRRVHWKHZRUG´RRPSKµFDUHIXOO\ VLQFHLWLVLQGHWHUPLQDWH QRQWKHRUHWLFDO DQGPHWDSKRULFDO²DQGWKXV , PDLQWDLQ GRHVDGHFHQWMRERIFDSWXULQJFHUWDLQDVSHFWVRIWKHSKHQRPHQRORJ\RIPRUDOMXGJPHQWVPDGHE\RUGLQDU\WKLQNHUVLQHYHU\GD\FRQWH[WV 2UGLQDU\WKLQNHUVSUREDEO\KDYHDWKRURXJKO\LQFKRDWHLGHDRIZKDWWKH´PXVWEHGRQHQHVVµRIPRUDOUXOHVFRQVLVWVLQ EXWWKLVLVQRWWRVD\WKDWLWLVDSHULSKHUDORUQHJRWLDEOHDVSHFWRIPRUDOLW\ 2QWKHFRQWUDU\ , DUJXHWKDWLWLVRIXWPRVWLPSRUWDQFH  FI  
$V, LQWHUSUHW-R\FHLQWKHVHSDVVDJHV DOWKRXJKKHUHWUDFWVWKHDUJXPHQWWKDWFRQVLVWVLQ3
3 DQG&KHGRHVQRWJLYHXSRQKLVYHUVLRQRIWKHHUURUWKHRU\ $ QHZDUJXPHQWIRU
6HHDOVR 

7KHVLV($6 LVVXSSRVHGWRDULVHRXWRI-R\FH·VDOOHJHGLQVLJKWDERXWWKHSUDFWLFDORRPSK
RIPRUDOLW\
%HIRUH, H[SOLFDWHZKDW, WDNHWREHKLVVHFRQGDUJXPHQWIRUWKHHUURUWKHRU\ LWLVLP
SRUWDQWWRFRPPHQWRQWKLVQRYHOLGHDLQ-R\FH·VZULWLQJV ,WUHSUHVHQWVDVLJQLÀFDQWGHSDU
WXUHIURPKLVHDUOLHUWKLQNLQJ ,Q 7KH0\WKRI0RUDOLW\ -R\FHFULWLFL]HG0DFNLHIRUXVLQJ
DWHUP¶REMHFWLYHYDOXH·WKDWZDV´WRREOXQWIRUDSURSHUDUJXPHQWWREHFRQGXFWHGµ
-R\FH·VFKRLFHWRXVHWKHDOOHJHGO\PRUHSUHFLVHWHUPLQRORJ\RI¶UHDVRQV· LQVWHDGRI¶SUDF
WLFDORRPSK·RU¶REMHFWLYHYDOXH· ZDVDSURGXFWRIWKHIDFWWKDWKH´ZDVQRWFRQWHQWWR
FRQGXFWWKHDUJXPHQWLQWKHVHP\VWHULRXVWHUPVµ -R\FH·VQHZHUDUJXPHQWIRUWKHHUURU
WKHRU\H[SOLFLWO\XVHVWKHWHUP¶SUDFWLFDORRPSK· DQGWKXVUHSUHVHQWVKLVUHOD[DWLRQDERXW
XVLQJP\VWHULRXVWHUPVLQSKLORVRSKLFDODUJXPHQWDWLRQ $OWKRXJK, GRQRW\HWUDLVHDQRE
MHFWLRQWR-R\FH·VQHZDUJXPHQWRQWKHEDVLVRIWKLVIDFW ,·OOHYHQWXDOO\DSSHDOWRLWLQP\
FULWLFLVPRIWKHDUJXPHQW
:KDWFDQEHVDLGWRFODULI\WKLVQHZWHUP ¶SUDFWLFDORRPSK·" 7KHDERYHSDVVDJHIURP
-R\FHVXJJHVWVWKDWKHLQWHQGVWRXVHWKHWHUPZLWKZKDWHYHUPHDQLQJLWKDVLQRXUSXEOLF
XVDJH 7KLVLVDQLQWHUHVWLQJWKRXJKW EXW, GRXEWWKH2(' H[SOLFDWHVDPHDQLQJRI¶RRPSK·
WKDWLVDSSURSULDWHIRU-R\FH·VSXUSRVHV WKHUHLWLVGHÀQHGDV´WKHTXDOLW\RIEHLQJH[FLW
LQJ HQHUJHWLF RUVH[XDOO\DWWUDFWLYHµ &OHDUO\ WKLVZLOOQRWGRIRU-R\FH·VSXUSRVHV ÀUVW
EHFDXVHKLVDUJXPHQWKDVQRWKLQJPXFKWRGRZLWKVH[XDODWWUDFWLYHQHVV DQGVHFRQG EH
FDXVHKHH[SOLFLWO\VD\VWKDWKHVXVSHFWVWKHUHLVQRLQWHUHVWLQJDQDO\VLVRIWKHFRQFHSWWKDW
LVH[SUHVVHGE\¶SUDFWLFDORRPSK·
,WZRXOGKHOSWRKDYHVRPHH[SODQDWLRQRIWKHFDWHJRULHVRIHQWLWLHVWRZKLFK¶RRPSK·LV
VXSSRVHGWRDSSO\ :KDWLVLWWKDWKDVSUDFWLFDORRPSK" ,QWKHÀUVWRIWKHDERYHSDVVDJHV
-R\FHVSHDNVDVLI PRUDOLW\ KDVSUDFWLFDORRPSK 8QIRUWXQDWHO\ LWLVXQFOHDUZKDWVRUWRI
-R\FH  
-R\FH  
&RQFLVH2[IRUG(QJOLVK'LFWLRQDU\  RQOLQHHGLWLRQ

REMHFWPRUDOLW\LV $V, W\SLFDOO\UHDGWKHWHUP ¶PRUDOLW\·LVVXSSRVHGWRUHIHUWRDVXEMHFW
PDWWHU %XWLWLVXQFOHDUKRZWRIRUPXODWHDQDUJXPHQWIRUWKHHUURUWKHRU\RQVXFKDQ
XQGHUVWDQGLQJ 6R , UHMHFWWKLVLQWHUSUHWDWLRQ ,QWKHVHFRQGRIWKHDERYHSDVVDJHV -R\FH
VXJJHVWVWKDW PRUDOQRUPDWLYLW\ KDVSUDFWLFDORRPSK 8QIRUWXQDWHO\ , FDQQRWXQGHUVWDQG
ZKDW-R\FHXVHV¶PRUDOQRUPDWLYLW\·WRUHIHUWRLQWKLVFRQWH[W $V, XQGHUVWDQGWKHWHUP
¶PRUDOQRUPDWLYLW\· LWLVXVHGWRWDONDERXWPRUDOUHDVRQV %XWVLQFH-R\FHLQWHQGVKLV
QHZDUJXPHQWQRWWRLQYROYHUHIHUHQFHWRUHDVRQV LWVHHPVWKDWZRXOGEHXQFKDULWDEOHWR
LQWHUSUHW¶RRPSK·WKLVZD\
(OVHZKHUH -R\FHVXJJHVWVWKDWLWLVRXU PRUDOMXGJPHQWV WKDWKDYHSUDFWLFDORRPSK +H
ZULWHV
:KHQLWLVMXGJHGWKDWVRPHRQHLVXQGHUDPRUDOREOLJDWLRQ WKDWMXGJPHQWLVLPEXHGZLWKDGLVWLQFWLYHNLQGRISUDFWLFDORRPSK EXWZHWKHRULVWVFDQPDNHQRVHQVHRIWKLVTXDOLW\ WKHUHIRUHQRERG\LVHYHUUHDOO\XQGHUDPRUDOREOLJDWLRQ 
, EHOLHYHWKDWWKLVOHDGVWRWKHPRVWFKDULWDEOHXQGHUVWDQGLQJRI-R\FH·VQHZWHUPLQRORJ\ ,·OO
XQGHUVWDQG¶SUDFWLFDORRPSK·WREHDSUHGLFDWHRIMXGJPHQWV ,·OODOVRXQGHUVWDQG¶SUDFWLFDO
RRPSK·WREHFRQQHFWHGZLWKVRPHQRWLRQH[SUHVVHGE\WKHSKUDVH¶PXVWEHGRQH· ZKLFK
LVDQRWKHUWHUPWKDW-R\FHXVHVLQRQHRIWKHDERYHSDVVDJHV
:LWKWKLVLQPLQG ZHPD\GHÀQH¶SUDFWLFDORRPSK·DVIROORZV DMXGJPHQWWKDW [ RXJKW
WRGR φ KDVSUDFWLFDORRPSKLI DQGRQO\LI LQRUGHUIRUWKDWMXGJPHQWWREHWUXH LWKDVWREH
WKHFDVHWKDW [ ´VLPSO\PXVWGRµ φ , VKRXOGQRWHWKDWWKLVGHÀQLWLRQLVQRWVXSSRVHGWREH
H[SODQDWRU\RIWKHFRQWHQWRI¶SUDFWLFDORRPSK· -R\FHDSSHDUVWRDVVHUWWKDWWKHUHFRXOGEH
QRVXFKH[SODQDWLRQ , PHUHO\LQWHQGWKHGHÀQLWLRQWRKHOSFODULI\WKHV\QWDFWLFFDWHJRU\RI
WKHWHUP VRWKDWZHPD\DWOHDVWIRUPXODWH-R\FH·VVHFRQGDUJXPHQW ,QDGGLWLRQ ZKLOHLWLV
WHPSWLQJ ZHVKRXOGQRWWDNH¶[ VLPSO\PXVWGR φ·PHUHO\WRPHDQWKHVDPHDV¶[ PRUDOO\
RXJKWWRGR φ· )RUWKHQWKHDUJXPHQWWKDW, SUHVHQWEHORZRQEHKDOIRI-R\FHVXUHO\ZRXOG
QRWEHSHUVXDVLYH
6HHWKHSDVVDJHIURP 

/LNHKLVÀUVWDUJXPHQW WKLVDUJXPHQWIRFXVVHVRQO\RQMXGJPHQWVLQYROYLQJPRUDOREOL
JDWLRQ ,WWKXVFRQFOXGHVLQWKHVDPHZD\DVWKHÀUVWDUJXPHQW WKDWQRRQHHYHUKDVDPRUDO
REOLJDWLRQ
3· )RUDQ\DJHQW [ DQGDFWLRQ φ LI - LVDMXGJPHQWWRWKHHIIHFWWKDW [PRUDOO\RXJKWWRGR φ WKHQ - KDVSUDFWLFDORRPSK3· )RUDQ\MXGJPHQW -LI - KDVSUDFWLFDORRPSK WKHQ - LVQRWWUXH&7KHUHIRUH IRUDQ\DJHQW [ DQGDFWLRQ φ [ LVQRWPRUDOO\REOLJDWHGWRGR
φ
$VEHIRUH DVIDUDV, FDQWHOO -R\FHWDNHVWKHSUHPLVHVRIWKLVÀUVWDUJXPHQWWREHDQDO\WLF
&RQVLGHU IRUH[DPSOH KLVH[SODQDWLRQRI3· +HZULWHV
, PDLQWDLQWKDW VRPH NLQGRIVSHFLDOSUDFWLFDORRPSKLVDQHFHVVDU\IHDWXUHRIPRUDOMXGJPHQW²WKRXJKZKHWKHUWKLVTXDOLW\FDQEHJLYHQDQ\FOHDUDUWLFXODWLRQLVRSHQWRTXHVWLRQ  7KHLVVXHLVZKHWKHUWKLVTXDOLW\RI´SUDFWLFDORRPSKµLVDQH[SHQGDEOHDVSHFWRIPRUDOLW\²ZKHWKHUDQRUPDWLYHV\VWHPVWULSSHGRIWKLVTXDOLW\ZRXOGZDUUDQWWKHGHVFULSWLRQ´PRUDOµ , FODLPWKDWLWLVQRWDQGZRXOGQRWUHVSHFWLYHO\ 2IFRXUVH, UHDOL]HKRZGLIÀFXOWLWVHHPVWRDVVHVVWKHFODLPZKHQLWXVHVWKLVSXUSRVHO\EOXUUHGWHUP´RRPSKµ <HWLWPD\EHWKDWWKLVLVWKHEHVWWKDWZHFDQGR DQGLWZRXOGEHDPLVWDNHWRWU\DQ\EHWWHU  
,QWKLVSDVVDJH , WDNHKLPWRDVVHUWWKDWWKHH[LVWHQFHRISUDFWLFDORRPSKLVDSUHVXSSR
VLWLRQRIRXUPRUDOGLVFRXUVHDERXWREOLJDWLRQ ,QFKDSWHU , IRUPXODWHGDGHÀQLWLRQRI
¶GLVFRXUVHSUHVXSSRVLWLRQ·DFFRUGLQJWRZKLFK ZKHQDSURSRVLWLRQLVDSUHVXSSRVLWLRQRI
RXUGLVFRXUVH LWLVDQDO\WLFDOO\HQWDLOHGE\MXGJPHQWVZLWKLQWKHGLVFRXUVH 6LQFHGLVFRXUVH
SUHVXSSRVLWLRQVLQGLFDWHWKHH[LVWHQFHRIDQDO\WLFLWLHV , LQWHUSUHWKLPDVDVVHUWLQJWKDW3·
LVDQDO\WLF
,WVHHPV KRZHYHU WKDW-R\FHKDVQRWKLQJQHZWRRIIHUDVDUDWLRQDOHIRU3· $Q\
UDWLRQDOHWKDW-R\FHPLJKWRIIHULQIDYRURI3·ZRXOGORRNYHU\VLPLODUWRKLVLQLWLDOUDWLR
QDOHIRU3 5HFDOOWKHUDWLRQDOHIRU3 LWZRXOGEHLQFRKHUHQWIRUXVWRVD\ DOOLQRQH
EUHDWK WKDW*\JHVPRUDOO\RXJKWQRWWRVWHDOEXWWKDWKHKDVQRREMHFWLYHUHDVRQQRWWRVWHDO
,I, XQGHUVWDQG-R\FHFRUUHFWO\ WKLVLGHDVKRXOGWUDQVIHUWRKLVQHZDUJXPHQW LIZHZHUH
ZLOOLQJWRVD\WKDW*\JHVPRUDOO\RXJKWQRWWRVWHDO WKHQZHZRXOGKDYHWRDFFHSWWKDWKH

´VLPSO\PXVWQRWµVWHDO ,QRUGHUIRURXUMXGJPHQWWREHDPRUDOMXGJPHQW LWPXVWKDYHWKH
RRPSKLQHVVWKDW-R\FHFODLPVLVHVVHQWLDOWRPRUDOLW\
$VIRUWKHVHFRQGSUHPLVH , EHOLHYHWKDW-R\FHH[SUHVVHVKLVUDWLRQDOHLQRQHRIWKH
DERYHSDVVDJHVZKHQKHVD\VWKDW´ZHWKHRULVWVFDQPDNHQRVHQVHRIµSUDFWLFDORRPSK
+HDOVRZULWHV
,WVHHPVWRPHQRWLPSODXVLEOHWKDWWKHVHQVHRI´SUDFWLFDOUHTXLUHPHQWµZLWKZKLFKQDWXUDOVHOHFWLRQPD\KDYHHQGRZHGXV LVDSULPLWLYHVRUWRIIHHOLQJWKRXJKWZKLFKUHVLVWVDQDO\VLV GHFRPSRVLWLRQ H[SOLFDWLRQ RUQDWXUDOLVWLFGHP\VWLÀFDWLRQ  
7KDWLV KHDSSHDOVWRWKHLGHDWKDWWKHUHFDQEHQRLQIRUPDWLYHDQDO\VLVRISUDFWLFDORRPSK
DQGVRQRMXGJPHQWWKDWKDVWKLVIHDWXUHFRXOGSRVVLEO\EHWUXH 7KDW-R\FHDSSHDOVWRWKLV
LQIHUHQFHLVIXUWKHUHYLGHQFHGE\WKHDERYHSDVVDJHZKHUHKHZULWHV ´ZHWKHRULVWVFDQ
PDNHQRVHQVHRIWKLVTXDOLW\ WKHUHIRUHQRERG\LVHYHUUHDOO\XQGHUDPRUDOREOLJDWLRQµ
$VIDUDV, NQRZ -R\FHKDVH[SUHVVHGQRWKLQJLQKLVZULWLQJVWKDWVXJJHVWVDQ\IXUWKHU
MXVWLÀFDWLRQIRUWKHVHSUHPLVHV $QG, KDYHQRIXUWKHUFKDULWDEOHH[SOLFDWLRQRIKLVZULW
LQJVWRRIIHULQIDYRURIWKHP :HPXVWQRZWXUQWRWKHTXHVWLRQZKHWKHUWKHDUJXPHQWLV
SHUVXDVLYH
,QQH[WVHFWLRQ , SUHVHQWZKDWIRUPHLVWKHPRVWFRPSHOOLQJFULWLFLVPRI-R\FH·VDUJX
PHQW %HIRUH, SUHVHQWWKDWFULWLFLVP WKRXJK ,·OOFRPPHQWRQWZRRWKHUZRUULHVRQHPLJKW
KDYHIRUWKHDUJXPHQW
)LUVW , KDYHDOUHDG\QRWHGWKDWLWLVDPLVWDNHWRLQIHUWKDWDSXWDWLYHTXDOLW\GRHVQ·WH[LVW
PHUHO\IURPWKHIDFWWKDWZHKDYHQRDQDO\VLVRIWKHTXDOLW\ 6R LQVRIDUDV-R\FH·VVHFRQG
DUJXPHQWUHOLHVRQVXFKDQLQIHUHQFH LWLVXQVRXQG 7KHUHLV KRZHYHU DUHODWHGIRUPRI
LQIHUHQFH ZKLFKPLJKWVHHPWREHZKDW-R\FHLVDSSHDOLQJWR YL] ¶WKHSUHGLFDWH¶)· LV
XQLQWHOOLJLEOH WKHUHIRUHDQ\VWDWHPHQWWKDWUHTXLUHVWKDW¶)· DSSO\WRVRPHWKLQJLVXQWUXH·
8QIRUWXQDWHO\ , KDYHDKDUGWLPHXQGHUVWDQGLQJKRZIDOVLW\FRXOGUHVXOWIURPXQLQWHOOLJL
ELOLW\ DQGVR, GRQRWWKLQNWKDW-R\FHÀQGV¶SUDFWLFDORRPSK·WREHOLWHUDOO\XQLQWHOOLJLEOH
6HHWKHSDVVDJHIURP 

:KHQZHVD\WKDWDWHUPLVXQLQWHOOLJLEOH GRQ·WZHPHDQWKDWLWLVPHUHJLEEHULVK VRPH
WKLQJWKDWGRHVQ·WUHDOO\PHDQDQ\WKLQJ" ,QDGGLWLRQ , GRQRWEHOLHYHWKDW-R\FH·VFKRLFH
WRLQWHUSUHWVSHDNHUVLQWKLVZD\LVXSWRVWDQGDUGVRIFKDULW\ ,QP\RSLQLRQ ZHVKRXOG
LQWHUSUHWVSHDNHUVDVEHLQJXQLQWHOOLJLEOHRQO\LIDOORWKHUUHDVRQDEOHLQWHUSUHWLYHRSWLRQV
KDYHEHHQH[KDXVWHG , EHOLHYHWKHUHDUHRWKHURSWLRQV
0\VHFRQGFRPPHQWLQYROYHVWKHTXHVWLRQRIZKHWKHUZHFDQ¶PDNHVHQVHRI·WKHQR
WLRQRISUDFWLFDORRPSK $VDSLHFHRIELRJUDSKLFDOLQIRUPDWLRQ , PXVWDGPLWWKDW, FDQQRW
PDNHVHQVHRIZKDW-R\FHPHDQVE\¶SUDFWLFDORRPSK· $VDQRWKHUSLHFHRIELRJUDSKLFDO
LQIRUPDWLRQ , PXVWQRWHWKDW ZKHQ, FDQQRWPDNHVHQVHRIDWHUP , KDYHDKDUGWLPHXQ
GHUVWDQGLQJDUJXPHQWVWKDWDUHIRUPXODWHGZLWKWKHWHUP ,WLVKDUGWRHYDOXDWHWKHSUHPLVHV
RIDQDUJXPHQWZKHQ\RXFDQQRWXQGHUVWDQGDFHQWUDOWHUPWKDWRFFXUVLQLW 7KXV P\PDLQ
FULWLFLVPRI-R\FH·VDUJXPHQWZLOOQRWIRFXVRQDXQLTXHSUHPLVHRIWKHDUJXPHQW ,WLVPRUH
RIDELJSLFWXUHREMHFWLRQ
 &ULWLFLVPRI-R\FH·V6HFRQG$UJXPHQW
,QJHQHUDO DFHUWDLQDPRXQWRIFDXWLRQLVUHTXLUHGLQWKHHYDOXDWLRQRIDUJXPHQWVWKDW
XVHYDJXHRURWKHUZLVHLQGHWHUPLQDWHWHUPLQRORJ\ 7KH\FDQLPSOLFLWO\HTXLYRFDWHDQG DV
DUHVXOW WKH\DUHLQYDOLG DQGWKHLUSUHPLVHVFDQHQGXSQRWEHLQJGHWHUPLQDWHO\WUXHDQG
DVDUHVXOW VXFKDUJXPHQWVDUHXQVRXQGIRUZDQWRIWUXHSUHPLVHV ,QP\RSLQLRQ VXFKGXH
FDXWLRQZLOOSRLQWXVWRZDUGWKHPDLQSUREOHPIRU-R\FH·VDUJXPHQW
, EHJLQWKLVVHFWLRQE\EULHÁ\H[SOLFDWLQJDQDSSURDFKWRWKHWUHDWPHQWRIYDJXHODQ
JXDJH 7KHQ LQVXEVHFWLRQ , VKRZKRZWKLVWUHDWPHQWRIYDJXHODQJXDJHSURYLGHVWKH
UHVRXUFHVIRUDFRQYLQFLQJFULWLFLVPRI-R\FH·VDUJXPHQW
 9DJXHQHVVDQGWKH6RULWHV3DUDGR[
&RQVLGHUDORQJKRUL]RQWDOVHTXHQFHRIFRORUHGSDQHOVRQDZKLWHZDOO $WWKHIDUOHIW
WKHUHLVDEOXHSDQHO DQGDWWKHIDUULJKWD\HOORZSDQHO 7KHUHDUHRQHKXQGUHGQLQHW\HLJKW

SDQHOVLQEHWZHHQ RQHKXQGUHGRIZKLFKDUHGHWHUPLQDWHVKDGHVRIUHG 7KLUW\RIWKHSDQHOV
IXUWKHUWRWKHOHIWDUHGHWHUPLQDWHVKDGHVRIEOXHRUSXUSOH DQGWKLUW\RIWKHPIXUWKHUWR
WKHULJKWWKHULJKWDUHGHWHUPLQDWHVKDGHVRIRUDQJHRU\HOORZ :KDWDUHZHWRVD\DERXW
WKHIRUW\OHIWRYHUV WZHQW\RIZKLFKDUHWRWKHOHIWRIWKHGHWHUPLQDWHUHGV DQGWZHQW\RI
ZKLFKDUHWRWKHULJKWRIWKHGHWHUPLQDWHUHGV"
%OXH³³3XUSOH³³>""@ ³³5HG³³>""@ ³³2UDQJH³³<HOORZ
, WDNHLWDVDGDWXPWKDWZHFDQQRWDVVHUWWKDWWKH\DUHGHWHUPLQDWHO\UHG QRUWKDWWKH\
DUHGHWHUPLQDWHO\QRWUHG 7KHRQHVRQWKHOHIWDUHRQWKHERUGHUOLQHEHWZHHQSXUSOHDQG
UHG DQGWKHRQHVWRWKHULJKWDUHRQWKHERUGHUOLQHEHWZHHQRUDQJHDQGUHG %XWWKHUH
LVQRDQWHFHGHQWO\MXVWLÀHGPHWKRGRIUHVROYLQJWKHTXHVWLRQRIWKHLUFRORUQRWHYHQ´LQ
SULQFLSOHµ
+RZPLJKWZHH[SODLQWKLVVRUWRILUUHVROYDELOLW\" , ZLOOSUHVXSSRVHWKHIROORZLQJURXJK
VNHWFKRIDSURSRVDO ¶5HG· DVZHXVHWKHWHUP GRHVQ·WGHWHUPLQDWHO\H[SUHVVDSDUWLFX
ODUUDQJHRISUHFLVHVKDGHVRIFRORU 2XUSDWWHUQVRIXVDJHRIDWHUPKHOSWRVSHFLI\RXU
WDFLW FRQYHQWLRQDOGHFLVLRQVDERXWZKDWWKHWHUPLVWRPHDQ 6LQFHZHKDYHQ·WGHFLGHGLQ
H[DFWO\ZKDWFLUFXPVWDQFHVWKHSUHGLFDWH¶UHG·LVVXSSRVHGWRDSSO\ ZHWKHUHIRUHKDYHQ·W
JLYHQLWDGHWHUPLQDWHPHDQLQJ 7KHUHDUHPDQ\VOLJKWO\GLIIHUHQWGHWHUPLQDWHUDQJHVRI
SUHFLVHVKDGHVRIFRORUWKDWDUHDGPLVVLEOHJLYHQHYHU\WKLQJZH·YHGHFLGHGXSRQ DWOHDVW
ZHKDYHQ·WUXOHGWKHPRXW 7KHUHDUHDOVRTXLWHDIHZWKDWDUHDEVROXWHO\LQDGPLVVLEOH HJ
UDQJHVWKDWLQFOXGHGHWHUPLQDWHVKDGHVRIEOXHRU\HOORZ &DOOWKHVH UHVSHFWLYHO\ ¶DGPLV
VLEOHSUHFLVLÀFDWLRQV·DQG¶LQDGPLVVLEOHSUHFLVLÀFDWLRQV·RI¶UHG· ,QWXLWLYHO\ ZHPD\WKLQN
RIWKHDGPLVVLEOHSUHFLVLÀFDWLRQVDVSRVVLEOHZD\VRIGHFLGLQJ E\ÀDW ZKLFKVKDGHVDUHWR
EHUHGDQGZKLFKDUHQRWWREHUHG
7KLVDSSURDFKSURYLGHVDFRPSHOOLQJZD\WRGHDOZLWKZKDWLVNQRZQDVWKH¶6RULWHV
SDUDGR[· ZKLFKFDQEHH[SUHVVHGE\WKHIROORZLQJDUJXPHQW
 ,IDSDQHOLVQRWUHG WKHQQHLWKHULVWKHQH[WSDQHOWRWKHULJKW 7KHSDQHOIXUWKHVWWRWKHOHIWLVQRWUHG 6R HDFKSDQHOLVQRWUHG

6LQFHLVXQDFFHSWDEOH HLWKHUWKHLQIHUHQFHIURPDQGWRLVLQYDOLG RURQH
RIDQGLVIDOVH +RZHYHU SULPDIDFLH ERWKSUHPLVHVVHHPWUXH &OHDUO\ WKHSDQHO
IXUWKHVWWRWKHOHIWLVQRWUHG VLQFHLWLVEOXH $QGKRZFRXOGVXFKDWLQ\FKDQJHLQFRORU
UHVXOWLQDGLIIHUHQFHLQUHGQHVV"
3URYLGHGZLWKWKLVSLFWXUHRIKRZWRGHDOZLWKLQGHWHUPLQDF\ ZHDUHLQDSRVLWLRQWRVD\
ZKDWLVZURQJZLWKWKHDUJXPHQWLQ )LUVW OHWXVVD\WKDWRQHRIWKHSUHPLVHVLV
VXSHUWUXH RQO\LILWLVWUXHRQDOORILWVDGPLVVLEOHSUHFLVLÀFDWLRQV VXSHUIDOVH LIIDOVHRQDOO
DGPLVVLEOHSUHFLVLÀFDWLRQV 7KXVLVVXSHUWUXHRQO\LIWKHSDQHOIXUWKHVWWRWKHOHIWLVQRW
LQFOXGHGLQWKHUDQJHRIVKDGHVH[SUHVVHGE\¶UHG·RQHDFKRILWVDGPLVVLEOHSUHFLVLÀFDWLRQV
$QGLVVXSHUWUXHRQO\LI JLYHQDQ\DGPLVVLEOHSUHFLVLÀFDWLRQRI¶UHG· LIDSDUWLFXODU
SDQHOLVQRWLQFOXGHGLQWKHUDQJHRI¶UHG· WKHQQHLWKHULVWKHRQHWRLWVLPPHGLDWHULJKW
%XWLWWKHQVHHPVFOHDUWKDWLV LQIDFW VXSHUIDOVH 3URYLGHGZLWKDQ\GHWHUPLQDWH
UDQJHRISUHFLVHVKDGHVRIUHG VRPHSDQHOLQWKHERUGHUOLQHDUHDZLOOFRXQWDVQRWUHG EXW
WKHRQHLPPHGLDWHO\WRWKHULJKWZLOOFRXQWDVUHG ,QWXLWLYHO\ RQDQ\ZD\RIGHFLGLQJE\
ÀDWZKLFKVKDGHVDUHUHGDQGZKLFKDUHQ·W WKHUHZLOOEHDVKDUSFXWRIIEHWZHHQWKHUHG
DQGQRQUHG ,WGRHVQ·WUHDOO\PDWWHUZKHUH VRORQJDVWKHFXWRIIRFFXUVVRPHZKHUHLQWKH
ERUGHUOLQHDUHD $QGLILVVXSHUIDOVH WKHQLWFDQQRWEHXVHGLQDUDWLRQDOO\FRPSHOOLQJ
DUJXPHQWIRU
 $Q$SSOLFDWLRQRIWKLV$SSURDFKWR-R\FH·V$UJXPHQW
, EHOLHYHWKDWFRQVLGHUDWLRQVDORQJWKHVDPHOLQHVVKRZWKDW-R\FH·VDUJXPHQWLVQRW
UDWLRQDOO\FRPSHOOLQJ /HWPHH[SODLQ )LUVW OHWXVLQVWDQWLDWH3· 3· DQG& WRWKH
FDVHRI*\JHVRQFHDJDLQ , GRWKLVRQO\WRPDNHP\GLVFXVVLRQOHVVFRPSOH[ :HJHWWKH
IROORZLQJDUJXPHQW
 ,IVRPHRQHMXGJHVWKDW*\JHVPRUDOO\RXJKWQRWWRVWHDO WKHQKLVMXGJPHQWKDVSUDFWLFDORRPSK ,IDMXGJPHQWKDVSUDFWLFDORRPSK WKHQLWLVQRWWUXH 6R LIVRPHRQHMXGJHVWKDW*\JHVPRUDOO\RXJKWQRWWRVWHDO WKHQKLVMXGJPHQWLVQRWWUXH

-R\FHKDVH[SOLFLWO\DVVHUWHGWKDW¶SUDFWLFDORRPSK·LVLQGHWHUPLQDWH $V, XQGHUVWDQGWKLV
FODLP LWLPSOLHVWKDWRXUXVDJHRI¶RRPSK·GRHVQRWGHFLGHRQDSUHFLVHFODVVRIMXGJPHQWV
WKDWDUHWREHWKHRQHVWKDWKDYHRRPSK , DJUHHZLWKWKLVFODLP ,QGHHG LWVHHPVWRPHWKDW
RXUXVDJHRI¶RRPSK·PD\QRWHYHQGHFLGHZKHWKHU DQ\PRUDOMXGJPHQWVDUHWRKDYHRRPSK
EXW,·OOQRWSUHVVWKLVSRLQW 7KHUHDUHPDQ\SUHFLVHZD\VRIGHFLGLQJIRUXV E\ÀDW ZKLFK
MXGJPHQWVDUHWRKDYHRRPSK 6LPLODUO\WRWKHFDVHRI¶UHG· ,·OOFDOOHDFKZD\RIPDNLQJ
SUHFLVHRXUWHUPDQ¶DGPLVVLEOHDUWLFXODWLRQ·RI¶RRPSK· $QG VLPLODUO\WRVHQWHQFHV
 ZHFDQVD\WKDWLVVXSHUWUXHRQO\LI JLYHQDQ\DGPLVVLEOHDUWLFXODWLRQRI¶RRPSK·
RXUMXGJPHQWWKDW*\JHVPRUDOO\RXJKWQRWWRVWHDOLVLQFOXGHGLQWKHFODVVRIMXGJPHQWV
WKDWKDYHSUDFWLFDORRPSK /LNHZLVHIRU LWLVVXSHUWUXHRQO\LIRQHYHU\DGPLVVLEOH
DUWLFXODWLRQRI¶RRPSK· WKHUHDUHQRWUXHMXGJPHQWVLQFOXGHGLQWKHFODVVRIMXGJPHQWVWKDW
KDYHRRPSK
:LWKWKLVVHWXSLQSODFH ZHDUHQRZLQDSRVLWLRQWRVHHZKHWKHU-R\FHKDVSURYLGHG
XVZLWKDFRQYLQFLQJUDWLRQDOHIRUHLWKHUSUHPLVH , EHOLHYHWKDWKHKDVIDLOHGLQWKLVWDVN
0RUHRYHU , EHOLHYHWKDWLWLVLPSRVVLEOHIRUKLPWRVXFFHHG /HWPHH[SODLQ
$V, VHHLW LQRUGHUWRUDWLRQDOL]HHLWKHURU -R\FHZRXOGKDYHWRJLYHXVUHDVRQ
WRWKLQNWKDWERWKSUHPLVHVFRPHRXWWUXHRQDOODGPLVVLEOHDUWLFXODWLRQV %XWKHKDVQRWGRQH
WKLV $WEHVW KHKDVRQO\JLYHQXVDQDUJXPHQWWKDWWKH\FRPHRXWWUXHRQRQHDGPLVVLEOH
DUWLFXODWLRQ ZKHUHZHWDNH¶SUDFWLFDORRPSK·WREHDUWLFXODWHGLQWHUPVRIFDWHJRULFDO QRQ
LQVWLWXWLRQDOUHDVRQV -R\FHZULWHV
>,@Q>7KH(YROXWLRQRI0RUDOLW\@ , ZDVQRWFRQWHQWWRFRQGXFWWKHDUJXPHQW>IRUWKHHUURUWKHRU\@LQWKHVHP\VWHULRXVWHUPV>LH LQWHUPVRI¶RRPSK·@ 3HUKDSV, RXJKWWRKDYHEHHQ 5DWKHU , HQGHDYRUHGWRJLYHVRPHFRQFUHWHDUWLF
6HHDERYH -R\FH  
, GRQRWXVHWKHWHUPLQRORJ\RI´SUHFLVLÀFDWLRQVµ DQGKDYHVZLWFKHGWRWDONRI´DUWLFXODWLRQVµ , GRWKLVIRUWZRUHDVRQV )LUVW EHFDXVH-R\FHXVHVWKHWHUP¶DUWLFXODWLRQ·LQRQHRIWKHDERYHSDVDJHV 6HFRQG EHFDXVHWKHQRWLRQRIDSUHFLVLÀFDWLRQKDVEHFRPHFRPPRQSODFHLQWKHOLWHUDWXUHRQYDJXHQHVV DQGLWVHHPVWRPHWKDWDOWKRXJK¶RRPSK·LVLQGHWHUPLQDWH LWLVQRWOLWHUDOO\YDJXHLWGRHVQ·WDGPLWRIERUGHUOLQHFDVHV 6RPHWLPHV/HZLVWDONVRI¶UHDVRQDEOHUHVROXWLRQVRIVHPDQWLFLQGHFLVLRQ·/HZLV    , WDNHLWWKDWWKLVSKUDVHVWDQGVIRUWKHVDPHLGHDDVP\¶DGPLVVLEOHDUWLFXODWLRQ·

XODWLRQRI RRPSK  6RXQGHUVWRRG WKHEDWWOHOLQHVJHWGUDZQDWWKHGLVSXWHRYHUDJHQWV· UHDVRQV
2IFRXUVH LQWKLVSDVVDJH -R\FHLVUHIHUULQJWRKLVÀUVWDUJXPHQWIRUWKHHUURUWKHRU\ ZKLFK
, FULWLFL]HGLQWKHSUHFHGLQJVHFWLRQVRIWKLVFKDSWHU 8QIRUWXQDWHO\IRU-R\FH KRZHYHU ZH
KDYHVHHQWKDWRQHRUWKHRWKHURIKLVSUHPLVHVFRPHVRXWIDOVHZKHQ¶RRPSK·LVSUHFLVÀHG
LQWKLVZD\ 7KLV, KDYHDOUHDG\DUJXHG DQG, KDYHQRWKLQJIXUWKHUWRVD\DERXW-R\FH·VÀUVW
DUJXPHQW LWLVXQVRXQG QRPDWWHUKRZ\RXORRNDWLW 7KHSRLQWWKDW, DPQRZPDNLQJ
LVWKDWWKHXQVRXQGQHVVRI-R\FH·VÀUVWDUJXPHQWLQIHFWVKLVVHFRQGDUJXPHQW ,IWKHÀUVW
DUJXPHQWHQGVXSZLWKDSUHPLVHWKDWLVQ·WWUXH WKHQWKHVHFRQGDUJXPHQWOLNHZLVHHQGVXS
ZLWKDQXQDFFHSWDEOHSUHPLVH
:HFDQPRWLYDWHWKLVSRLQWE\H[WHQGLQJRXUDQDORJ\WRWKH6RULWHVSDUDGR[ ,QWXLWLYHO\
WKHVRXQGQHVVRIWKHDUJXPHQWWKDWFRQVLVWVLQLVSDUDVLWLFRQWKHVRXQGQHVVRILWV
SUHFLVLÀFDWLRQV $ ¶SUHFLVLÀFDWLRQ·RIDQDUJXPHQWLVMXVWDZD\RIXQLIRUPO\SUHFLVLI\LQJ
HDFKRIWKHSUHPLVHV ,IWKHUHLVDSUHFLVLÀFDWLRQZKHUHWKHDUJXPHQWLVXQVRXQG WKHQWKH
DUJXPHQWIURPDQGWRLVQRW VXSHUVRXQG 6LQFHWKHUHLVDWOHDVWRQHSUHFLVLÀ
FDWLRQRIWKDWLVXQWUXH WKH6RULWHVUHDVRQLQJEDVHGRQWKDWSUHFLVLÀFDWLRQLVXQVRXQG
$ SDUDOOHOUHVXOWKROGVIRU-R\FH·VDUJXPHQW LWLVVXSHUVRXQGRQO\LILWLVVRXQGRQHDFK
DGPLVVLEOHDUWLFXODWLRQ 6LQFHLWKDVDIDOVHSUHPLVHRQDWOHDVWWZRDUWLFXODWLRQV, DUJXHG
IRUWKLVLQWKHSUHFHGLQJVHFWLRQVRIWKLVFKDSWHU WKHDUJXPHQWLWVHOILVQRWVXSHUVRXQG
DQGVRLWLVQRWUDWLRQDOO\FRPSHOOLQJ
2QHPLJKWREMHFWWRWKLVFULWLFLVP FODLPLQJWKDWDQDUJXPHQWQHHGQRWEHVRXQGRQDOODUWLFXODWLRQVLQRUGHUWREHUDWLRQDOO\FRPSHOOLQJ 2QVXFKDYLHZDUJXPHQWVPD\EHUDWLRQDOO\FRPSHOOLQJZKHQWKH\DUHPHUHO\VRXQGRQ PRVW DUWLFXODWLRQV 7KXV -R\FHPLJKWFODLPWKDWKLVDUJXPHQWLV´FORVHHQRXJKµWREHLQJVXSHUVRXQG ,QRUGHUIRU-R\FHWRPDNHWKLVFODLP KRZHYHU KHPXVWSURYLGHVRPHUHDVRQWREHOLHYHWKDWWKHDUJXPHQWLVVRXQGRQPRVWDUWLFXODWLRQV 8QWLOKHGRHVWKLV LWGRHVQRWSURYLGHXVDQ\UHDVRQWRDFFHSWKLVHUURUWKHRU\

 &RQFOXVLRQ
, KDYHFULWLFL]HG-R\FH·VÀUVWDUJXPHQWIRUKLVYHUVLRQRIWKHHUURUWKHRU\ $ FUXFLDO
SKUDVHLQKLVDUJXPHQWLVDPELJXRXV DQGWKHDPELJXLW\DIIHFWVWKHWUXWKRIWKHSUHPLVHVRI
WKHDUJXPHQW RQQRZD\RIGLVDPELJXDWLQJ¶KDVDUHDVRQ·GRHVWKHDUJXPHQWHQGXSVRXQG
, KDYHFODLPHGWKDWP\REMHFWLRQWR-R\FH·VÀUVWDUJXPHQWSURYLGHVDFRPSHOOLQJJURXQG
IRUFULWLFL]LQJKLVVHFRQGDUJXPHQW 6LQFHWKHÀUVWDUJXPHQWLVVXSSRVHGWREHD´FRQFUHWH
DUWLFXODWLRQµRIWKHVHFRQGDUJXPHQW WKHVHFRQGDUJXPHQWZRXOGEHUDWLRQDOO\FRPSHOOLQJ
RQO\LIWKHÀUVWDUJXPHQWLVVRXQG %XWVLQFHWKHÀUVWDUJXPHQWLVQRWVRXQG ZHPXVW
FRQFOXGHWKDWWKHVHFRQGDUJXPHQWLVQRJRRG HLWKHU
0\FULWLFLVPRI-R\FH·VDUJXPHQWVUHVWHGRQVRPHFRQWURYHUVLDOFODLPV )LUVW P\RE
MHFWLRQWRKLVÀUVWDUJXPHQWUHTXLUHGWKDWZHUHFRJQL]HDQDPELJXLW\LQRXUWDONRI´KDYLQJ
UHDVRQVµ -R\FHPD\GHQ\WKLV EXW, GRQRWVHHKRZKHFRXOGGRVRSODXVLEO\ WKHDPELJX
LW\LVVRPDQLIHVWWKDWDQ\DGHTXDWHDFFRXQWRIRXUWDONRI´KDYLQJUHDVRQVµZRXOGKDYHWR
DFFRPPRGDWHLW 6HFRQG P\REMHFWLRQWRKLVVHFRQGDUJXPHQWSUHVXSSRVHGWKDWLQGHWHUPL
QDF\LVDUHVXOWRIVHPDQWLFLQGHFLVLRQ DQGWKDW-R\FHWUHDWHGKLVÀUVWDUJXPHQWDVDPRUH
SUHFLVHZD\RIDUWLFXODWLQJKLVVHFRQGDUJXPHQW -R\FHFRXOGGHQ\HLWKHURIWKHVHFODLPV
EXW DJDLQ , GRQRWVHHKRZWKLVZRXOGPDNHKLVDUJXPHQWVDQ\PRUHSODXVLEOH , WKHUHIRUH
FRQFOXGHWKDWERWKRI-R\FH·VDUJXPHQWVIDLOWRPRWLYDWHKLVHUURUWKHRU\ ,IWKHUHLVDJRRG
DUJXPHQWIRUWKHHUURUWKHRU\ LWLVQRWWREHIRXQGLQ-R\FH·VZULWLQJV
, EHOLHYHWKDWWKLVGLVFXVVLRQRI-R\FH·VYLHZ HVSHFLDOO\RIKLVVHFRQGDUJXPHQW XQFRY
HUVDQLGHDWKDWZRXOGXQGHUPLQHDQ\HUURUWKHRU\OLNH-R\FH·V ,WLVWKDWPRUDOGLVFRXUVH
LVLQDFRQVLGHUDEOHGLVDUUD\²HQRXJKWRPDNHSODXVLEOHWKHLGHDWKDWWKHUHPLJKWEHQR
GHWHUPLQDWHO\WUXHYHUVLRQRIWKHHUURUWKHRU\ 6LQFHZHKDYHOHIWVRPXFKXQGHFLGHGDV
WRZKDWZHPHDQZLWKRXUPRUDOWHUPLQRORJ\ LWLVLPSRVVLEOHWRÀQGDQDQDO\WLFFRPPLW
PHQWRIRXUPRUDOGLVFRXUVHWKDWLVDGHIHFWLYHFRPPLWPHQWRQHYHU\ZD\RISUHFLVLI\LQJ
WKHWHUPLQRORJ\ 7KLVPDNHVLWSODXVLEOHWKDWWKHUHPLJKWEHFRPSHOOLQJFRQVLGHUDWLRQVLQ
IDYRURIWKHLGHDWKDWQRYHUVLRQRIWKHHUURUWKHRU\FDQGHWHUPLQDWHO\EHWKHFDVH ,QWKH

QH[WFKDSWHU , GHYHORSWKLVWKRXJKWLQWRDQDUJXPHQWDJDLQVWDQ\HUURUWKHRU\DFFRUGLQJWR
ZKLFKDQHQWDLOPHQWYHUVLRQRIWKHHUURUWKHVLVLVWUXH
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$WWKHHQGRIFKDSWHU , FRQFOXGHGWKDW-R\FH·VDUJXPHQWVIRUKLVHUURUWKHRU\GR
QRWZRUNEHFDXVHRIKLVIDLOXUHWRÀQGDGHIHFWLYHFRPPLWPHQWRIPRUDOGLVFRXUVHWKDWLV
VXIÀFLHQWO\GHWHUPLQDWH , FODLPHGWKDWWKHIDOODF\RIHTXLYRFDWLRQLQIHFWVKLVÀUVWDUJXPHQW
DQGWKDWKLVVHFRQGDUJXPHQWRQO\EULQJVZLWKLWPRUHLQGHWHUPLQDF\WKDQWKHÀUVW ,QWKLV
FKDSWHU , DUJXHWKDWWKLVZRUU\GRHVQRWPHUHO\SODJXHDUJXPHQWVIRUHUURUWKHRULHVOLNH
-R\FH·V ,WLVDSUREOHPWKDWFXWVWRWKHYHU\KHDUWRIKLVHUURUWKHRU\ DQGLWWKHUHIRUHFDQ
EHXVHGWRDUJXHDJDLQVWDOOYLHZVOLNHKLV
6R, DLPWRDUJXHDJDLQVWDQ\YHUVLRQRIWKHHUURUWKHRU\WKDWKROGV-R\FH·VSULQFLSDO
WKHVHV +HUHDUHWKHUHOHYDQWSDUWVRIP\LQWHUSUHWDWLRQRIKLVYLHZ
7KHVLV,$7KH$EXQGDQW,QVWDQWLDWLRQ0HWDSK\VLFDO7KHVLV 7KHUHDUHDEXQGDQWPRUDOSURSHUWLHV EXWWKH\DUHQRWLQVWDQWLDWHG LQVSHFLÀF DOWKRXJKWKHUHDUHDEXQGDQWREMHFWLYHYDOXHV WKH\DUHQRWLQVWDQWLDWHG
7KHVLV($7KH$EXQGDQW(QWDLOPHQW'LVFRXUVH7KHVLV (YHU\PRUDOMXGJPHQWDQDO\WLFDOO\HQWDLOVWKDWVRPHDEXQGDQWPRUDOSURSHUWLHVDUHLQVWDQWLDWHG
7KHVLV($7KH$EXQGDQW(QWDLOPHQW(UURU7KHVLV 6LQFHDEXQGDQWREMHFWLYHYDOXHVFDQQRWEHLQVWDQWLDWHG EXWRXUPRUDOMXGJPHQWVDQDO\WLFDOO\HQWDLOWKDWWKH\DUHLQVWDQWLDWHG DOORXUPRUDOMXGJPHQWVDUHIDOVH
:KLOH-R\FHVHHPVDOVRWRDFFHSWYHUVLRQVRIWKHVHFODLPVWKDWLQYRNHVSDUVHFRQFHSWLRQV
RISURSHUWLHV WKRVHYHUVLRQVZLOOQRWGLUHFWO\EHUHOHYDQWWRWKHDUJXPHQWRIWKLVFKDSWHU
7KXVP\DUJXPHQWSULPDULO\LQYRNHVVHPDQWLFDOFRQVLGHUDWLRQVWKDWWHOODJDLQVWWKHVHHUURU
WKHRULHV PHWDSK\VLFDOFRQVLGHUDWLRQVDUHRQO\LQGLUHFWO\UHOHYDQW ,QZKDWIROORZV P\
WDONRISURSHUWLHVVKRXOGEHUHDGDVWDONRIDEXQGDQWSURSHUWLHV RUSURSHUWLHVFRQFHLYHGDV

PHDQLQJV )XUWKHUPRUH P\DUJXPHQWUHTXLUHVDVWURQJUHDGLQJRI7KHVLV,$RQZKLFK
QRWRQO\DUHQRPRUDOSURSHUWLHVDFWXDOO\LQVWDQWLDWHG WKH\FDQQRWEHLQVWDQWLDWHG RQSDLQ
RIVRPHNLQGRILQFRKHUHQFH ,QZKDWIROORZV ,·OOXVH¶WKHHUURUWKHRU\·WRUHIHUWRDQ\YLHZ
WKDWDFFHSWVWKHVHWKHVHV )LQDOO\ DV, VHHLW P\DUJXPHQWRXJKWWREHHIIHFWLYHDJDLQVWDQ
HUURUWKHRU\WKDWLQFOXGHV7KHVHV)$ DQG)$VLQFHVXFKDYLHZZRXOGEHVLPLODULQWKH
UHOHYDQWUHVSHFWVWRWKLVYHUVLRQRIWKHHUURUWKHRU\
, FKRRVHWRIRFXVP\DWWHQWLRQDJDLQVWWKLVVRUWRIHUURUWKHRU\IRUURXJKO\WKUHHUHDVRQV
)LUVW EHFDXVH, EHOLHYHWKDWWKLVLVWKHNLQGRIYLHZWKDWPRVWSKLORVRSKHUVKDYHLQPLQG
ZKHQWKH\FRPPHQWXSRQHUURUWKHRULHVLQPRUDOLW\ 6HFRQG EHFDXVH, EHOLHYHWKDWWKLVLV
WKHNLQGRIYLHZWKDW GHHSGRZQLQVLGH PRVWVHOISURFODLPHGHUURUWKHRULVWVZRXOGOLNHWR
DFFHSW )LQDOO\ EHFDXVH-R\FH·VYLHZVHHPVWREHDQHUURUWKHRU\RIWKLVNLQG DQGKLVLVWKH
PRVWZHOOGHYHORSHGDQGQXDQFHGYLHZGHVHUYLQJRIWKHQDPH¶PRUDOHUURUWKHRU\· ,WLV
WKLVYLHZWKDW LQP\RSLQLRQ GHVHUYHVWKHQDPH¶WKHPRVWSODXVLEOHIRUPRIHUURUWKHRU\·
0\DUJXPHQWDJDLQVWWKHHUURUWKHRU\JRHVURXJKO\DVIROORZV 7KHYLHZUHTXLUHVWKDW
PRUDOGLVFRXUVHLVGHWHUPLQDWHHQRXJKWKDWRXUPRUDOMXGJPHQWVDOOGHÀQLWHO\FRQWDLQVRPH
VHPDQWLFLQFRKHUHQFH %XWPRUDOGLVFRXUVHLVLQVLJQLÀFDQWGLVDUUD\ DQGVRDWZRUVWRXU
PRUDOMXGJPHQWVRQO\LQGHWHUPLQDWHO\FRQWDLQVXFKDQLQFRKHUHQFH 6R WKHHUURUWKHRU\LV
XQWUXH ,QVHFWLRQ , RXWOLQHVRPHUHFHQWOLWHUDWXUHWKDWVHHPVWRDJUHHZLWKWKHPDLQWKUXVW
RIP\DUJXPHQW ,QVHFWLRQ , H[SOLFDWHDIUDPHZRUNLQZKLFKWRSUHVHQWP\DUJXPHQW
,QVHFWLRQ , SUHVHQWWKHSUHPLVHVRIWKHDUJXPHQWLQIXOOGHWDLODQG, EHJLQWRUDWLRQDOL]H
WKHP 6HFWLRQVDQGFRQWDLQIXUWKHUUDWLRQDOL]DWLRQRIWKHPDLQSUHPLVHRIWKHDUJXPHQW
,QDGGLWLRQWRWKHPDLQDLP WKLVFKDSWHUKDVWZRVXEVLGLDU\JRDOV 7KHÀUVWLVWRVNHWFK
VRPHSRVVLEOHUHDVRQVWREHOLHYHDQDQWLUHDOLVWYLHZWKDWPD\YHU\ZHOOGHVHUYHWREHFDOOHG
DQ¶HUURUWKHRU\· EXWWKDWKDVQRWEHHQH[WHQVLYHO\GLVFXVVHGLQWKHOLWHUDWXUHVHFWLRQVDQG
 , FDOOWKHYLHZ¶PRUDOLQGHFLVLRQLVP· DQG, DPMXVWLÀHGLQLQFOXGLQJGLVFXVVLRQRILWLQ
WKLVFKDSWHUEHFDXVHWKHFRQVLGHUDWLRQVWKDWVXSSRUWLWDUHDOVRWKHFRQVLGHUDWLRQVWKDW, XVHWR
DUJXHDJDLQVWWKHHUURUWKHRU\ 6HFRQG , VXJJHVWWKDWPRUDOLQGHFLVLRQLVPFDQEHGHYHORSHG

LQDYDULHW\RILQWHUHVWLQJZD\VGHSHQGLQJRQWKHPRWLYDWLRQVWKDWRQHKDVWRDFFHSWLW DQG
WKXVLWRXJKWWREHJLYHQIXUWKHUFDUHIXOFRQVLGHUDWLRQVHFWLRQVDQG 8QIRUWXQDWHO\ WKH
FKDSWHULVRIWHQVRPHZKDWVNHWFK\DQGVSHFXODWLYHLQWKHUHVSHFWVKDYLQJWRGRZLWKWKHVH
VHFRQGDU\JRDOV EXW, VHHQRRWKHURSWLRQ $ IXOOGLVFXVVLRQRIPRUDOLQGHFLVLRQLVPFRXOG
HDVLO\ÀOODQRWKHUGLVVHUWDWLRQVL]HGZRUN
 3LHFHVRI0\$UJXPHQWLQWKH/LWHUDWXUH
7KHJRDORIWKLVVHFWLRQLVWRVXPPDUL]HSDUWVRIWKHPHWDHWKLFDOOLWHUDWXUHWKDWDUHPRVW
VLPLODUWRWKHOLQHRIWKRXJKWWKDW, SXUVXHDJDLQVWWKHHUURUWKHRU\ 7KHUHDUHSOHQW\RI
VLPLODULWLHVEHWZHHQWKHVHYLHZVDQGPLQH EXWWKHUHDUHDOVRVRPHGLIIHUHQFHV ,WZLOOEH
LPSRUWDQWWRFRQVLGHUERWKWKHVLPLODULWLHVDQGWKHGLIIHUHQFHV 6XEVHFWLRQGLVFXVVHV
.LUFKLQ·VDUJXPHQWDJDLQVWWKHHUURUWKHRU\ VXEVHFWLRQFRQWDLQVDGLVFXVVLRQRI
-RKQ%XUJHVV·VDQG6WHSKHQ6FKLIIHU·VDQGYLHZV DQGLQVXEVHFWLRQ
, GLVFXVV/HZLV·VDQGPHWDHWKLFDOYLHZV
 .LUFKLQ·V7HQVLRQ
,QDUHFHQWGLVFXVVLRQRIPRUDOHUURUWKHRULHV 6LPRQ.LUFKLQDUJXHVWKDW DWSUHVHQW
WKHUHLVQRHUURUWKHRU\WKDWLVVXIÀFLHQWO\PRWLYDWHG DQGWKDWLWLVXQOLNHO\WKDWDQ\RQHZLOO
HYHUJHQHUDWHDSODXVLEOHPRWLYDWLRQIRUPRUDOHUURUWKHRULHV +HZULWHV
7KHUHH[LVWVDWHQVLRQDWZRUNLQWKHPRUDOHUURUWKHRU\WKDWKDVUHFHLYHGOLWWOHLIDQ\DWWHQWLRQ ,QRUGHUWRPDNHWKHLUSRVLWLRQFRQYLQFLQJPRUDOHUURUWKHRULVWVPXVWDOLJKWRQDSDUWLFXODULGHDDQGDUJXHWKDWLWLVDFUXFLDOFRPPLWPHQWRIHYHU\GD\WKRXJKWDQGODQJXDJH )XUWKHU LQRUGHUWREHVXUHWKDWWKH\FDQFRQYLFWDFRPPLWPHQWRIHUURU HUURUWKHRULVWVPLJKWQHHGWRVSHFLI\WKDWFRPPLWPHQWVRDVWRUXOHRXWDOWHUQDWLYHGHIHQVLEOHXQGHUVWDQGLQJV 7KHGDQJHULVWKDWWKHPRUHRQHVSHFLÀHVWKHIRUPXODWLRQRIDFRPPLWPHQW WKHPRUHLWLVOLNHO\WKDWWKHFRPPLWPHQWLVOHVVFUXFLDOWRPDQ\SHRSOH·VHYHU\GD\PRUDOWKRXJKWDQGODQJXDJH  +HQFH LWLVTXHVWLRQDEOHZKHWKHUHUURUWKHRULVWVFDQSODXVLEO\FRQYLFWHYHU\GD\PRUDOWKRXJKWDQGODQJXDJHRYHUDOORIHUURU 

.LUFKLQGRHVQRWDLPWRVKRZWKDWDOOPRUDOHUURUWKHRULHVDUHXQWUXH ,QVWHDG KHZDQWVWR
VKRZWKDWLWLVGLIÀFXOWWRDUJXHSHUVXDVLYHO\IRUDQHUURUWKHRU\ 6RKLVDUJXPHQWVHHPVWR
EHWKLV LIDQHUURUWKHRU\ZHUHMXVWLÀDEOH WKHQWKHUHZRXOGKDYHWREHVRPHGHIHFWLYHFRP
PLWPHQWRIPRUDOGLVFRXUVHWKDWLVQRWRSHQWRPDQ\´DOWHUQDWLYHXQGHUVWDQGLQJVµ 6LQFHLW
LVXQOLNHO\WKDWWKHUHLVDQ\VXFKFRPPLWPHQW LWLVXQOLNHO\WKDWDQ\HUURUWKHRULVWZLOOHYHU
EHDEOHWRDUJXHFRPSHOOLQJO\IRUKLVYLHZ
1HLWKHUGRHV.LUFKLQVHHPWRKDYHH[SOLFLWO\LQPLQGDQ\SDUWLFXODUNLQGRIHUURUWKHRU\
+HPDNHVLWFOHDUWKDWDQ\HUURUWKHRU\WKDWURXJKO\VDWLVÀHVP\LPSUHFLVHUHQGHULQJVRI
7KHVHVLVWREHLQFOXGHGLQKLVWDUJHW +RZHYHU , DPLQFOLQHGWRWKLQNWKDW DWOHDVW
LPSOLFLWO\ KLVPDLQWDUJHWLV-R\FH·VIRUPRIHUURUWKHRU\
7KHPRVWFRQWURYHUVLDOSDUWRI.LUFKLQ·VDUJXPHQWLVWKHFODLPWKDWWKHUHZLOODOZD\VEH
´DOWHUQDWLYHXQGHUVWDQGLQJVµRIGHIHFWLYHFRPPLWPHQWVLQPRUDOGLVFRXUVH ,QIDYRURIWKLV
KHZULWHV
:KDWPDNHVWKHPRUDOVWDQGRXW LVWKHIDFWWKDWPRUDOWKRXJKWDQGODQJXDJHLVPHVV\ GLVRUJDQL]HG FOXWWHUHG DQGODFNVDXQLTXHDQGVSHFLÀFLGHQWLI\LQJSRLQW 7KHUHPLJKWEHQRWKLQJWKDWLVIXQGDPHQWDO>WRPRUDOGLVFRXUVH@LQWKHQHFHVVDU\ZD\ RULIWKHUHLVLWLVVRJHQHUDOWKDWRQHKDVWRVSHFLI\LWVRDVWRDUJXHWKDWLWLVHUURQHRXVDQGLQGRLQJVRRQHLQYLWHVRWKHUSODXVLEOHVSHFLÀFDWLRQVWKDWDUHHTXDOO\OHJLWLPDWH 
:HJHWWKHIROORZLQJSLFWXUH 6XSSRVHDQHUURUWKHRULVWLVFRQYHUVLQJZLWKDSKLORVRSKHU
ZKRLVQRWDQHUURUWKHRULVW 7KHQRQHUURUWKHRULVWZLOOZDQWWRNQRZZK\WKHHUURUWKHRULVW
KROGVWKDWYLHZ ZKDWDUHKLVDUJXPHQWVIRUKLVHUURUWKHRU\" 7KHHUURUWKHRULVWPXVWWKHQ
H[SODLQZKDWKHWKLQNVLVGHIHFWLYHDERXWPRUDOLW\ ,QRUGHUWRGRWKLVSURSHUO\ KHPXVW
EHYHU\SUHFLVH RWKHUZLVH WKHQRQHUURUWKHRULVWZLOOQRWEHDEOHWRFRPHWRJULSVZLWKWKH
H[SODQDWLRQ 2QFHWKHHUURUWKHRULVWKDVSUHFLVHO\H[SODLQHGZKDWKHWKLQNVLVWKHGHIHFWLYH
FRPPLWPHQW LWZLOOWKHQEHRSHQWRWKHQRQHUURUWKHRULVWWRTXHVWLRQZK\WKHHUURUWKHRULVW
DFFHSWV WKDW DVDFRPPLWPHQWRIPRUDOGLVFRXUVH LQVWHDGRI WKLV VRPHRWKHUVLPLODUSUHFLVH
6HH.LUFKLQ  

FRPPLWPHQWWKDWLVQRWGHIHFWLYH ,WLVDOOHJHGWKDWWKHUHLVQRWKLQJDQHUURUWKHRULVWFRXOGGR
WRDOOHYLDWHWKLVZRUU\ DQGVRWKHDUJXPHQWFRQWDLQHGLQKLVH[SODQDWLRQVKRXOGQRWFRPSHO
WKHQRQHUURUWKHRULVW
:KLOH, WHQGWRDJUHHZLWKWKHPDLQSRLQWRI.LUFKLQ·VDUJXPHQW , DPXQVDWLVÀHGZLWK
LWIRUWKUHHUHDVRQV )LUVW , EHOLHYHWKDW.LUFKLQ·VURXJKLGHDFDQEHXVHGRQO\WRDUJXH
DJDLQVWDFHUWDLQVXEVHWRIHUURUWKHRULHV YL] RQHVUHOHYDQWO\OLNH-R\FH·V 6RWKHWDUJHW
RI.LUFKLQ·VZRUU\VKRXOGEHPXFKPRUHIRFXVVHG 6HFRQG , EHOLHYHWKDWKLVLGHDFDQ
EHXVHGWRVKRZQRWRQO\WKDWWKHHUURUWKHRU\LVXQPRWLYDWHG EXWDOVRWKDWLWLVXQWUXH
7KLUG DQGPRVWLPSRUWDQWO\ , EHOLHYHWKDW.LUFKLQ·VLGHDFDQEHPDGHPRUHULJRURXV ,Q
P\RSLQLRQ WKHIXQGDPHQWDOSUREOHPZLWKWKHHUURUWKHRU\KDVWRGRZLWKLQGHWHUPLQDF\
LQPRUDOGLVFRXUVH 7KHUHDVRQZK\´RWKHUSODXVLEOHVSHFLÀFDWLRQVµRIDQDOOHJHGGHIHFWLYH
FRPPLWPHQWDUH´HTXDOO\OHJLWLPDWHµLVWKDWDQ\RUGLQDU\FRPPLWPHQWRIPRUDOGLVFRXUVH
WKDWLV SULPDIDFLH GHIHFWLYHLVDOVRVHPDQWLFDOO\XQGHFLGHG DQGWKHUHDUHPDQ\UHDVRQDEOH
UHVROXWLRQVRIWKLVLQGHFLVLRQWKDWDUHQRW XOWLPDIDFLH GHIHFWLYH $ JRDORIVHFWLRQRI
WKLVFKDSWHULVWRVHWXSSDUWRIDVHPDQWLFIUDPHZRUNRQZKLFKWKLVFODLPRIPLQHFDQEH
XQGHUVWRRG
 %XUJHVVDQG6FKLIIHURQ:LGHVSUHDG0RUDO,QGHWHUPLQDF\
-RKQ%XUJHVVDQG6WHSKHQ6FKLIIHUDQGERWKKROGWKDWPRUDOODQ
JXDJHLVUDGLFDOO\LQGHWHUPLQDWH DQGVRYLUWXDOO\DOORIRXUPRUDOMXGJPHQWVODFNWUXWK
YDOXHV 7KHLUYLHZV KRZHYHU DUHQRWHQWLUHO\VLPLODU QRUDUHWKH\HTXDOO\GHYHORSHG
6FKLIIHU·VLVPXFKPRUHGHYHORSHG VR, ZLOOGLVFXVVWKHPVRPHZKDWVHSDUDWHO\
,WLVLQVWUXFWLYHWRORFDWH6FKLIIHU·VYLHZZLWKLQWKHUXEULFRIWKHFRJQLWLYLVWQRQFRJQLWLYLVW
GLYLGHDQGWKHUHDOLVWDQWLUHDOLVWGLYLGH )LUVW 6FKLIIHULVH[SOLFLWO\SHUPLVVLYHDERXWWKHH[
LVWHQFHRISURSHUWLHVDQGSURSRVLWLRQV KHDFFHSWVURXJKO\WKDWIRUDQ\PHDQLQJIXOSUHGLFDWH
RUVHQWHQFHRIQDWXUDOODQJXDJH WKHUHLVDSURSHUW\RUSURSRVLWLRQH[SUHVVHGE\WKDWOLQJXLV

WLFLWHP )XUWKHU KHDFFHSWVDJHQHUDOWKHVLVWRWKHHIIHFWWKDW´EHOLHILVWKHEDFNERQHRI
FRJQLWLYHPHDQLQJµ VHQWHQFHVGHULYHWKHLUPHDQLQJVIURPRXUXVHRIWKHPWRH[SUHVVRXU
EHOLHIV $VDUHVXOWRIWKLV 6FKLIIHULVDFRJQLWLYLVWDERXWPRUDOLW\ %XWKHDOVREHOLHYHV
WKDWWKHSURSHUWLHVH[SUHVVHGE\PRUDOSUHGLFDWHVGRQRWKDYHLQVWDQWLDWLRQFRQGLWLRQV FRQ
GLWLRQVXQGHUZKLFKWKHLUSUHGLFDWHVZRXOGDSSO\RUIDLOWRDSSO\WRWKLQJVLQWKHZRUOG $VD
UHVXOWRIWKLV KHTXDOLÀHVDVDQDQWLUHDOLVWDERXWPRUDOLW\ ZKLOHWKHUHDUHPRUDOSURSHUWLHV
SURSRVLWLRQV DQGVRRQ WKH\GRQRWVXFFHVVIXOO\GHVFULEHDQ\SDUWVRIWKHZRUOG
6FKLIIHUUHFRJQL]HVWKDWKHKDVDEXUGHQRIH[SODLQLQJZK\PRUDOSURSHUWLHVDUHGHIHFWLYH
LQWKLVZD\ +HZULWHV
0\H[SODQDWLRQRIZK\PRUDOSURSHUWLHVIDLOWRKDYHLQVWDQWLDWLRQFRQGLWLRQVLVDVIROORZV 7\SLFDOO\ ZHMXGJHWZRSHRSOHWRPHDQWKHVDPHWKLQJE\DSUHGLFDWHRQO\LIWKH\XVH RUDUHGLVSRVHGWRGHIHUWR WKHVDPHFULWHULDIRUDSSO\LQJWKHWHUP EXWWKLVLVQRWVRLQWKHFDVHRIPRUDOSUHGLFDWHVOLNH¶ZURQJ· 7KH´FULWHULDµRIDSSOLFDWLRQDSHUVRQDVVRFLDWHVZLWK¶ZURQJ·DUHGHWHUPLQHGE\KHUXOWLPDWHPRUDOYLHZVDVWRZKDWLVZURQJ DQG WKHUHPD\EH
JUHDWLQWHUSHUVRQDOGLIIHUHQFHVDPRQJWKHVHYLHZV WKHVHFULWHULDRIDSSOLFD
WLRQ $WWKHVDPHWLPH LPSRUWDQWLQWHUSHUVRQDOVLPLODULWLHVRIXVH DFFRXQWIRURXUMXGJLQJWZRSHRSOHWRPHDQWKHVDPHE\¶ZURQJ· QRWZLWKVWDQGLQJWKHGLIIHUHQWFULWHULDRIDSSOLFDWLRQWKH\DWWDFKWRWKHWHUP +HUHWKHUHLVQRWKLQJWRGLVWLQJXLVKDQ\RQHSHUVRQ·VFULWHULDDVWKHFRUUHFWFULWHULDRIDSSOLFDWLRQ WKLVLVWKHUHVXOWRIWKHUHEHLQJVDPHQHVVRIPHDQLQJLQWKHDEVHQFHRIFRQGLWLRQVRIDSSOLFDWLRQWKDWDUHFULWHULDOIRUHYHU\RQH   HPSKDVLVP\RZQ
6RPHFRPPHQWDU\RQWKLVSDVVDJHLVLQRUGHU 6FKLIIHUUHIHUVWR´LQWHUSHUVRQDOVLPLODULWLHV
RIXVHµRIPRUDOWHUPVEHWZHHQLQGLYLGXDOVZKRKDYHGLIIHUHQW´FULWHULDRIDSSOLFDWLRQµIRU
WKRVHWHUPV $V, XQGHUVWDQGLW DSHUVRQ·VFULWHULDRIDSSOLFDWLRQRIDWHUPDUHVRPHVHW
RIFRQGLWLRQVWKDWWKHSHUVRQZRXOGDFFHSWDVEHLQJURXJKO\QHFHVVDU\DQGVXIÀFLHQWIRU
WKHDSSOLFDWLRQRIWKHWHUP ,QDGGLWLRQ DFFRUGLQJWR6FKLIIHU LQWHUSHUVRQDOVLPLODULWLHV
RIXVHRIPRUDOWHUPVLQFOXGHWKHIDFWWKDWZHW\SLFDOO\KDYHPRWLYDWLRQDOUHDFWLRQVWRRXU
6FKLIIHU    
6FKLIIHU  
6FKLIIHU  FKDSWHU

PRUDOEHOLHIV WKDWWKHUHLVVRPHVLJQLÀFDQWFRQQHFWLRQIRUXVEHWZHHQPRUDOMXGJPHQWVDQG
PRUDOHPRWLRQVOLNHVKDPH UHJUHW DQGJXLOW DQGWKDWSLHFHVRIPRUDOWHUPLQRORJ\FRPHLQ
IDPLOLHVIRUH[DPSOH WKHUHDUHYDOXHWHUPV WKHUHLVGHRQWLFWHUPLQRORJ\ DQGVRRQ
7KHHPSKDVL]HGSDUWRIWKHSDVVDJHDOVRUHTXLUHVVRPHH[SODQDWLRQ ,QODWHUZRUN KH
PRUHFOHDUO\VWDWHVURXJKO\WKHVDPHWKRXJKWWKDWLVH[SUHVVHGLQWKDWSDUW
DVVNHSWLFVRIPRUDOUHDOLVPKDYHORQJFODLPHG ZKDWHYHUPRUDOSULQFLSOHRQHEHOLHYHVDSULRUL>LH ZKDWHYHUXOWLPDWHPRUDOYLHZVRQHKDV@ LWZRXOGVHHPWREHSRVVLEOHWKDWWKHUHLVVRPHRQHHOVHZKRGRHVQ·WEHOLHYHWKDWSULQFLSOH>ZKRGRHVQRWKDYHDOOWKRVHYLHZV@EXWZKRGRHVQRWGLIIHULQDQ\UHOHYDQWZD\DVUHJDUGVRQH·VHSLVWHPLFVLWXDWLRQYLVDYLVWKHSULQFLSOH  7KLVVHHPVHQWLUHO\FRQFHLYDEOHWRPH DQGLIWKHH[DPSOHLVDGHTXDWHO\GHVFULEHG WKHUHQHHGEHQRÁDZRIUHDVRQRUFRQFHSWSRVVHVVLRQRULPDJLQDWLRQWRH[SODLQWKLVSHUVRQ·VQRWEHOLHYLQJWKHSULQFLSOH WKHFRQFHSWXDOVWUDLQLVLQLPDJLQLQJVRPHRQHZLWKVXFKDQXQXVXDOSV\FKRORJ\  
$V, VHHLW WKHVHSDVVDJHV WDNHQWRJHWKHU FRQWDLQWKHPDWHULDOVIRUDQDUJXPHQWIRUWKHLQ
GHWHUPLQDF\RIPRUDOODQJXDJH ,WJRHVOLNHWKLV LIPRUDOMXGJPHQWVKDGWUXWKYDOXHV WKHQ
PRUDOSURSHUWLHVZRXOGKDYHLQVWDQWLDWLRQFRQGLWLRQV )RU LQRUGHUWRDVFULEHWUXWKRUIDO
VLW\WRDMXGJPHQW RQHPXVWÀUVWGHWHUPLQHZKHWKHUWKHSURSHUW\DVFULEHGE\WKHMXGJPHQW
LVLQVWDQWLDWHGE\WKHVXEMHFWRIWKHMXGJPHQW $QGLIPRUDOSURSHUWLHVKDGLQVWDQWLDWLRQ
FRQGLWLRQV WKHQUDWLRQDOO\LUUHVROXEOHGLVDJUHHPHQWZLWKUHVSHFWWRXOWLPDWHPRUDOYLHZV
ZRXOGQRWEHSRVVLEOH )RU LIHLWKHUSDUW\WRWKH´GLVDJUHHPHQWµIXQGDPHQWDOO\DVVRFLDWHG
DSSOLFDWLRQFRQGLWLRQVWKDWGLIIHUHGIURPWKHLQVWDQWLDWLRQVFRQGLWLRQVRIWKHUHOHYDQWPRUDO
SURSHUWLHV WKHQLWZRXOGQ·WUHDOO\EHDGLVDJUHHPHQW ,QVWHDG LWZRXOGEHVRPHNLQGRI
OLQJXLVWLFRUWHUPLQRORJLFDOFRQIXVLRQ %XWLWLVFOHDUO\SRVVLEOHWRKDYHWKLVNLQGRIGLV
DJUHHPHQWZLWKUHVSHFWWRPRUDOV ZHFDQFRQFHLYHRILWLIZHWKLQNKDUGHQRXJK 6R PRUDO
ODQJXDJHLVUDGLFDOO\LQGHWHUPLQDWH
%XUJHVVH[SUHVVHVDVLPLODUYLHZLQWKHIROORZLQJSDVVDJHV
6FKLIIHU   FRPSDUHWKHGLVFXVVLRQLQ+DUH  
7KHUHDUHLPSRUWDQWVLPLODULWLWHVEHWZHHQWKLVDUJXPHQWDQGWKHPDLQDUJXPHQWFRQWDLQHGLQ+RUJDQDQG7LPPRQV  FI %DODJXHU  6HFWLRQ

,PDLQWDLQWKDWPRUDOMXGJPHQWVDUHZLWKRXWWUXWKYDOXH 0\UHDVRQLVWKLV ,WLVSDUWRIWKHQRUPDOXQGHUVWDQGLQJRIPRUDOMXGJPHQWVWKDWZKDWWUXWKYDOXHWKH\KDYHLVVXSSRVHGWREHLQGHSHQGHQWRIWKHSHUVRQE\ZKRP DQGWKHFLUFXPVWDQFHVLQZKLFK WKH\DUHXWWHUHG <HWWKRXJKHDFKVSHDNHUPLJKWKDYHTXLWHGHÀQLWHDOEHLWXQFRQVFLRXVFULWHULDIRUDSSO\LQJWKHWHUP¶PRUDO· WKHUHLVQRWHQRXJKFRPPRQWRDOOVSHDNHUV·FULWHULDWRSURYLGH¶$ERUWLRQLVLPPRUDO·ZLWKDVSHDNHULQGHSHQGHQWWUXWKYDOXH  
+HFRQWLQXHV
7KHVSHFWDFOHRIWKHGLYHUVHPRUDOFRGHVOHIWXVE\VWHUQ0RVHV JHQWOH%XGGKD DQGDWKRXVDQGRWKHUV PDNHVLWDSSDUHQWWKDWWKHUHLVQRWHQRXJKFRPPRQWRGLIIHUHQWSHRSOH·VFULWHULDIRUZKDWFRXQWVDVULJKWDQGZURQJWRPDNHDQ\DQVZHUWRWKHTXHVWLRQ ¶,VDERUWLRQLPPRUDO"· WKHULJKWRQH  
$V, XQGHUVWDQG%XUJHVVKHUH WRVD\WKDWWKHWUXWKYDOXHRIDVWDWHPHQWLVVXSSRVHGWREH
´VSHDNHULQGHSHQGHQWµLVWRVXJJHVWWKDWFRUUHFWFULWHULDRIDSSOLFDWLRQIRUWKHSUHGLFDWH
FRQWDLQHGLQWKHVWDWHPHQW LILQGHHGWKHUHDUHDQ\ DUHQRWGHWHUPLQHGE\WKHVSHDNHU·VRZQ
FULWHULDWKDWKHDVVRFLDWHVZLWKLW QRUE\WKHVSHDNHU·VRZQSV\FKRORJLFDOVWDWHV 7KXVKH
VHHPVWRUHMHFWPRVWNLQGVRIVXEMHFWLYLVPDERXWPRUDOMXGJPHQWV ,QVWHDG KHVHHPVWR
WKLQNWKDWWKHFRUUHFWFULWHULD LIWKHUHZHUHDQ\ ZRXOGEHGHWHUPLQHGE\WKHZD\SHRSOH
XVH DQGDUHGLVSRVHGWRXVH WKHSUHGLFDWHLQSXEOLFPRUDOGLVFRXUVH
7KXVKLVDUJXPHQWVHHPVWREHWKLV LIPRUDOMXGJPHQWVKDGWUXWKYDOXHV WKHQWKHLUWUXWK
YDOXHVZRXOGQRWEHGHWHUPLQHGE\VSHDNHUV·VSV\FKRORJLFDOVWDWHV $QGVR WKHFULWHULDRI
DSSOLFDWLRQIRUPRUDOSUHGLFDWHVZRXOGKDYHWREHVKDUHGZLGHO\EHWZHHQXVHUVRIPRUDO
ODQJXDJH 7KLVLVVXSSRVHGWREHDUHVXOWRIWKHLGHDWKDWWKHFRUUHFWFULWHULDRIDSSOLFDWLRQ
ZRXOGEHGHWHUPLQHGE\SXEOLFXVDJH %XWWKHUHVHHPVQRWWREHDQ\VXFKDJUHHPHQW LQGHHG
WKHUHLVDKXJHDPRXQWRIGLYHUVLW\LQWKHFULWHULDRIDSSOLFDWLRQWKDWSHRSOHDVVRFLDWHZLWK
PRUDOSUHGLFDWHVZLWQHVVVWHUQ0RVHVDQGJHQWOH%XGGKD 6R PRUDOODQJXDJHLVUDGLFDOO\
LQGHWHUPLQDWH
&I 6WHYHQVRQ DQG+DUPDQ  )RUVRPHUHOHYDQWGLVFXVVLRQDERXWVXEMHFWLYLVP VHH6FKURHGHU 
&RPSDUHWKHVLPLODUEXWFRQWUDU\DUJXPHQWLQ%DODJXHU  

7KLVDUJXPHQWEHDUVVRPHVLPLODULW\ZLWK6FKLIIHU·V %RWK%XUJHVVDQG6FKLIIHUVXJJHVW
WKDWFRQVLGHUDWLRQVKDYLQJWRGRZLWK´PRUDOGLYHUVLW\µXQGHUPLQHWKHWKRXJKWWKDWPRUDO
MXGJPHQWVKDYHWUXWKYDOXHV 2Q%XUJHVV·VYLHZ WKLVGLYHUVLW\LVDFWXDO IRUKLP WKHJDS
SLQHVVLQPRUDOMXGJPHQWVLVDUHVXOWRIWKHZLGHVSUHDGDFWXDOH[LVWHQFHRIGLVDJUHHPHQWLQ
QRUPV 6FKLIIHU RQWKHRWKHUKDQG PHUHO\FLWHVDQLGHDOL]HGVRUWRIGLYHUVLW\ IRUKLP WKH
UHDVRQZK\PRUDOMXGJPHQWVODFNWUXWKYDOXHVLVWKDWLWLVSRVVLEOHIRUWKHUHWREHLQSULQFLSOH
UDWLRQDOO\LUUHVROXEOHPRUDOGLVDJUHHPHQW
, DPLQFOLQHGWRWDNHVHULRXVO\WKHFRQVLGHUDWLRQVWKDW%XUJHVVDQG6FKLIIHUXVHWRDUJXH
IRUWKHLUYLHZV WKHDUJXPHQWVLQVHFWLRQVDQGSDUWLDOO\UHVWRQVLPLODUFRQVLGHUDWLRQV
7KHUHDUH KRZHYHU LPSRUWDQWGLIIHUHQFHVEHWZHHQWKHLUOLQHVRIWKRXJKWDQGPLQH )LUVW
ERWK6FKLIIHUDQG%XUJHVVYLHZWKHLUDUJXPHQWVDVDUJXPHQWV IRU HUURUWKHRULHV %XUJHVV
IRUH[DPSOH VXJJHVWVWKDWKHDQG0DFNLHKROGWKHURXJKO\WKHVDPHPHWDHWKLFDOYLHZ
DQG6FKLIIHUIDYRUDEO\FRPSDUHVKLVYLHZZLWK0DFNLH·V ,QGHHG WKHFRQFOXVLRQVRIWKHLU
DUJXPHQWVDUHFRPSDWLEOHZLWKDYHUVLRQRIWKHHUURUWKHRU\RQZKLFKPRUDOMXGJPHQWVVXIIHU
IURP)UHJHDQSUHVXSSRVLWLRQIDLOXUH 2QVXFKDYLHZ PRUDOMXGJPHQWVZLOODOOEHJDSS\
LQWUXWKYDOXH ,WVHHPVWRPH KRZHYHU WKDWWKHSUHPLVHVWKDW%XUJHVVDQG6FKLIIHUUHO\
RQWRGHULYHWKHLUUHVXOWVDUHLQFRPSDWLEOHZLWKWKHHUURUWKHRU\ )RUH[DPSOH LQ6FKLIIHU·V
YLHZ PRUDOSURSHUWLHVHQWLUHO\ODFNLQVWDQWLDWLRQFRQGLWLRQV EXWWKHHUURUWKHRU\KDVLWWKDW
PRUDOSURSHUWLHVKDYHLQVWDQWLDWLRQFRQGLWLRQVWKDWDUHLPSRVVLEOHWRPHHW 6LPLODUO\ LQ
%XUJHVV·VYLHZ SXEOLFXVDJHKDVQRWGHWHUPLQHGDQ\SDUWLFXODUDSSOLFDWLRQFRQGLWLRQVIRU
PRUDOSUHGLFDWHV EXWWKHHUURUWKHRU\ZRXOGKDYHLWWKDWPRUDOSUHGLFDWHVKDYHLPSRVVLEOH
FRQGLWLRQVRIDSSOLFDWLRQ
%XUJHVV   6FKLIIHU  
, DFNQRZOHGJH KRZHYHU WKDWLQVRPHJHQHUDOVHQVHRI¶HUURUWKHRU\· ERWK%XUJHVVDQG6FKLIIHUDFFHSWHUURUWKHRULHVDERXWPRUDOGLVFRXUVH

6HFRQG ERWK%XUJHVVDQG6FKLIIHUDFFHSWWKDWYLUWXDOO\DOOPRUDOMXGJPHQWVDUHZLWK
RXWWUXWKYDOXH %XWLWZLOOEHFRPHDSSDUHQWLQZKDWIROORZVWKDWRQHPLJKWDFFHSWWKH
SUHPLVHVRIP\DUJXPHQWDJDLQVWWKHHUURUWKHRU\ZLWKRXWKDYLQJWRDFFHSWWKLVVZHHSLQJ
UHVXOW $V, VHHLW PRUDOODQJXDJHPD\EHVHPDQWLFDOO\XQGHFLGHGHQRXJKVRDVWRXQGHU
PLQHWKHLGHDWKDWPRUDOSUHGLFDWHVDUHLQFRKHUHQW ZLWKRXWDOVRLPSO\LQJWKDWYLUWXDOO\DOO
PRUDOMXGJPHQWVDUHZLWKRXWWUXWKYDOXH
6RZKLOH, WHQGWRDJUHHZLWKPDQ\RIWKHLGHDVLQ%XUJHVV·VDQG6FKLIIHU·VDUJXPHQWV
, GRQRWEHOLHYHWKDW, KDYHWRDFFHSWFRQFOXVLRQVDVUDGLFDODVWKHLUV ,QDGGLWLRQ , DLPWR
XVHWKHLUSUHPLVHVDVPHDQVWRVOLJKWO\GLIIHUHQWHQGV ,·OOXVHWKHLULGHDVWRDUJXHDJDLQVW
WKHHUURUWKHRU\
 /HZLV (DUOLHUDQG/DWHU
,QWKLVVXEVHFWLRQ , RXWOLQHWZRLPSRUWDQWWKRXJKWVIURPWKHZRUNRI'DYLG/HZLV RQH
HDUOLHUDQGRQHODWHU , EHJLQZLWKWKHHDUOLHUWKRXJKW DQGFRQWUDVWLWZLWKWKH
ODWHURQH DVZHOODVZLWKWKHSUHPLVHVRIP\DUJXPHQWDJDLQVWWKHHUURUWKHRU\
/HZLVSUHVHQWVDQGGHIHQGVDQDQDO\VLVRIPRUDOYDOXHV WREHDYDOXHLVWREHWKDW
ZKLFKZHDUHQHFHVVDULO\GLVSRVHG XQGHULGHDOFRQGLWLRQV WRGHVLUHWRGHVLUH +LVGHIHQVH
RIWKHDQDO\VLVLQFOXGHVDFRQWURYHUVLDOWKHRUHWLFDOXQGHUVWDQGLQJRILW RQZKLFKPDQ\RI
RXUYDOXHFODLPVZRXOGEHLQGHWHUPLQDWH ZDYHULQJEHWZHHQLQFRKHUHQFHDQGSRVVLEOHWUXWK
6LQFHLWLVWKHZD\KHLQWHUSUHWVKLVDQDO\VLVZLWKZKLFK, DPFRQFHUQHG ,·OOQRWFRPPHQW
RQPDQ\RIWKHLPSOLFDWLRQVRIWKLVDQDO\VLV
,Q/HZLV·VYLHZ ZKHQZHGHFLGHWRVHDUFKIRUDQDO\VHVRIRXUWHUPV ZHRXJKWÀUVW
WRORRNWRWKHWKHRU\WKDWLVLPSOLFLWLQRXUGLVFRXUVHLQYROYLQJWKHWHUP 7KXV LQRUGHU
6FKLIIHUVXJJHVWVWKDWKHLVZLOOLQJWRFRXQWHQDQFHFHUWDLQH[FHSWLRQVWRWKLVUXOH VHH  ZKHUHKHZULWHV ´3HUKDSVLWZLOOEHDJUHHGWKDWWKHUHPD\EHKXJHLQWHUSHUVRQDOGLIIHUHQFHVDPRQJXOWLPDWHPRUDOSULQFLSOHVEXWLQVLVWHGWKDWWKHUHDUHOLPLWV QRRQHZKRKDVRXUPRUDOFRQFHSWVFDQGHQ\WKDWLWLVZURQJWRWRUWXUHSHRSOHIRUVPRNLQJLQSXEOLFSODFHV %XWOLWWOHQHHGFKDQJHHYHQLIWKLVZHUHFRQFHGHG )RUZKLOHWKLVZRXOGJLYHPRUDOSURSHUWLHVVRPHLQVWDQWLDWLRQFRQGLWLRQV LWZRXOGVWLOOOHDYHDJUHDWGHDOWKDWPDWWHUVWRXVXQLQVWDQWLDWHGE\PRUDOSURSHUWLHV 0RUDOLW\ WKHVXPRIPRUDOWUXWKV ZRXOGEHWKHIHHEOHVWRIJXLGHVµ ,WLVLQWHUHVWLQJWRFRPSDUH6FKLIIHU·VYLHZZLWK%DODJXHU

WRGHWHUPLQHWKHSURSHUDQDO\VLVRI¶YDOXH· ZHPXVWFRQVLGHUWKHWKHRU\DERXWYDOXHVWKDW
LVFDUULHGDERXWLQRXU´IRONPRUDOLW\µ 2XUIRONWKHRU\RIYDOXHLVVRPHFROOHFWLRQRI
VKDUHGRSLQLRQVDERXW´YDOXHVµ $FFRUGLQJWRWKLVPHWKRGRORJ\ WKHQ WREHDYDOXHLVWREH
ZKDWHYHULVWKHPRVWQDWXUDOFDQGLGDWHWKDWZRXOGPDNHWKRVHVKDUHGRSLQLRQVWUXH 7KHUH
PD\ KRZHYHU EHSUREOHPVLQWKLVSURFHVVRISKLORVRSKLFDODQDO\VLV /HZLVZULWHV
2QHZD\WRFUHDWHLQGHWHUPLQDF\ LVWRGHÀQHQDPHVLPSOLFLWO\LQWHUPVRIDWKHRU\IRONRUVFLHQWLÀF DQGODWHUÀQGRXWWKDWWKHWKHRU\LVZURQJHQRXJKWKDWQRWKLQJSHUIHFWO\GHVHUYHVWKHQDPHVVRLQWURGXFHG EXWULJKWHQRXJKWKDWVRPHWKLQJV SHUKDSVVHYHUDOULYDOFDQGLGDWHV GHVHUYHWKHQDPHVLPSHUIHFWO\ 
,QWKLVSLFWXUH WKHGHJUHHWRZKLFKVRPHWKLQJ GHVHUYHVDQDPH LVSURSRUWLRQDOWRWKHH[WHQW
WRZKLFKLWDSSUR[LPDWHVVDWLVI\LQJWKHSDUWVRIWKHWKHRU\LQWHUPVRIZKLFKWKHQDPHLV
DQDO\]HG 7RGHVHUYHWKHQDPH SHUIHFWO\ LVH[DFWO\WRVDWLVI\WKHWKHRU\ WRGHVHUYHDQDPH
LPSHUIHFWO\ LVWRFRPHVXIÀFLHQWO\FORVHWRVDWLVI\LQJLWDQGLWLVVRPHWKLQJRIDYDJXH
PDWWHURIWHPSHUDPHQWZKDWFRXQWVDV VXIÀFLHQWO\FORVH $VDUHVXOWRIWKLVFDYHDW /HZLV
LQWURGXFHVDGLVWLQFWLRQEHWZHHQVSHDNLQJ VWULFWO\ DQGVSHDNLQJ ORRVHO\ DERXWYDOXHV +H
ZULWHV
7KHUHDUHQRSHUIHFWGHVHUYHUVRIWKHQDPH>¶YDOXH·@WREHKDG %XWWKHUHDUHSOHQW\RILPSHUIHFWGHVHUYHUVRIWKHQDPH 6WULFWO\VSHDNLQJ QRWKLQJVKDOOJHWWKHQDPHZLWKRXWGHVHUYLQJLWSHUIHFWO\ 6WULFWO\VSHDNLQJ 0DFNLHLVULJKWJHQXLQHYDOXHVZRXOGKDYHWRPHHWDQLPSRVVLEOHFRQGLWLRQ VRLWLVDQHUURUWRWKLQNWKHUHDUHDQ\ /RRVHO\VSHDNLQJ WKHQDPHPD\JRWRDFODLPDQWWKDWGHVHUYHVLWLPSHUIHFWO\ /RRVHO\VSHDNLQJ FRPPRQVHQVHLVULJKW 7KHUHDUHYDOXHV ORWVRIWKHP DQGWKH\DUHZKDWZHDUHGLVSRVHG GHIDFWR WRYDOXH 
7KHUHDVRQZK\/HZLVWKLQNVWKHUHDUHQRSHUIHFWGHVHUYHUVRIWKHQDPHLVWKDWWKHUHLV
QRWKLQJZHDUHQHFHVVDULO\GLVSRVHGWRGHVLUHWRGHVLUH ,WLVDQHDUSODWLWXGHWKDWRXUSV\
FKRORJLFDOVWDWHVDUHFRQWLQJHQW DQGVRRXUVHFRQGRUGHUGHVLUHVFRXOGHDVLO\KDYHEHHQ
&RPSDUH-DFNVRQ  &KDSWHUDQG6PLWK  &KDSWHU 7KLVWHFKQLTXHLVVRPHWKLQJRIDUHÁHFWLRQRI/HZLV  2EYLRXVO\ ZKDW, KDYHSUHVHQWHGKHUHLVWHFKQLFDOO\DQGSKLORVRSKLFDOO\PXFKOHVVVRSKLVWLFDWHGWKDQ/HZLV·VRIÀFLDOYLHZ %HWKDWDVLWPD\ LWFRQYH\VWKHHVVHQWLDOLQJUHGLHQWVRIWKHYLHZ
&RPSDUH%HGDUG  DQG/HZLV 

GLIIHUHQW %XWWKHUHVHHPWREHSOHQW\RILPSHUIHFWGHVHUYHUVRIWKHQDPH¶YDOXH· WKLQJV
ZHDUHGLVSRVHGWRGHVLUHWRGHVLUH WKRXJKSHUKDSVZHDUHQRWQHFHVVDULO\VRGLVSRVHG
7KHUHDUHWZRLPSRUWDQWWKLQJVWRQRWHDERXW/HZLV·VYLHZ )LUVW KHWKLQNV
WKDWDWOHDVWRQHRIRXUPRUDOWHUPV ¶YDOXH· LVVHPDQWLFDOO\LQGHWHUPLQDWH +HWKLQNVDOVR
WKDWRQDWOHDVWRQHZD\RIUHVROYLQJWKLVLQGHWHUPLQDF\ YDOXHVDUHLPSRVVLEOH DQGWKDW
RQVRPHRWKHUZD\ YDOXHVDUHQRWRQO\SRVVLEOH EXWWKDWWKH\DUHDFWXDOO\LQVWDQWLDWHG
6LPLODUO\ WKHSUHPLVHVRIP\DUJXPHQWDJDLQVWWKHHUURUWKHRU\ZLOOLPSO\WKDWPXFKRIRXU
PRUDOWHUPLQRORJ\LVLQGHWHUPLQDWH ,KRZHYHU QHHGQRWDFFHSWWKDWPRUDOWHUPLQRORJ\LV
LQGHWHUPLQDWHEHWZHHQWKHLPSRVVLEOHDQGWKHSRVVLEOH 2QO\DZHDNHUWKHVLVLVUHTXLUHG
LQRUGHUWRDFFHSWWKHSUHPLVHVRIP\DUJXPHQW YL] WKDWRQVRPHZD\VRIUHVROYLQJWKH
LQGHWHUPLQDF\LQPRUDOODQJXDJH PRUDOWHUPVPD\DFWXDOO\DSSO\WRVRPHWKLQJ , KRSHWR
OHDYHLWRSHQZKHWKHUDOVRRQVRPHRWKHUZD\VRIUHVROYLQJWKHLQGHWHUPLQDF\ PRUDOWHUPV
FDQQRWSRVVLEO\DSSO\
6HFRQG /HZLVGRHVQRWLQWHQGWRDUJXHDJDLQVWWKHHUURUWKHRU\ ,QGHHG LQDFHUWDLQ
OLJKW /HZLVPD\VHHPWREHDQHUURUWKHRULVW DVKHEHOLHYHVWKDW VWULFWO\VSHDNLQJ WKHUH
DUHQRYDOXHVDVZHRUGLQDULO\XQGHUVWDQGWKHP %XWLWLVDOVRQDWXUDOWRXQGHUVWDQG/HZLV·V
YLHZKHUHDVVRPHWKLQJRIDUHMHFWLRQRIWKHHUURUWKHRU\ $IWHUDOO LWVHHPVWKDWWKHHUURU
WKHRU\ZRXOGKDYHLWWKDWRQ WKHRQHDQGRQO\ ZD\RIVSHDNLQJ PRUDOSURSHUWLHVFDQQRWEH
LQVWDQWLDWHG 6LQFH/HZLVUHMHFWVWKHLGHDWKDWWKHUHLVMXVWRQHDSSURSULDWHZD\RIVSHDNLQJ
RIYDOXHV LWWKHUHIRUHVHHPVWKDWKHUHMHFWVWKHHUURUWKHRU\WRDFHUWDLQH[WHQW
,QDSRVWKXPRXVO\SXEOLVKHGSLHFH /HZLVVHHPVWRDFFHSWDPHWDHWKLFDOYLHZWKDWLV
LQFRPSDWLEOHZLWKKLVHDUOLHURQH +HZULWHV
0RUDOLW\FRXOGSUHVXSSRVHDQHUURU ,WFRQVLVWVLQSDUWRIDUDWKHULOOGHÀQHGV\VWHPRIDOOHJHGWUXWKV LQSDUWRIDSUDFWLFHRIDSSHDOLQJWRWKRVHDOOHJHGWUXWKVLQRUGHUWRJXLGHRQH·VRZQFRQGXFWRUWKDWRIRWKHUV DQGPD\EHLQSDUWRIRWKHUWKLQJV :KDWHYHUPD\EHVDLGDERXWWKHUHVWRIPRUDOLW\ DWOHDVWWKHDOOHJHGWUXWKVPLJKWFDUU\SUHVXSSRVLWLRQV DQGWKRVHSUHVXSSRVLWLRQVPLJKWLQFOXGHRQHRUPRUHRIWKH>SXWDWLYH@HUURUV ,WFRXOGEHVR²EXW, GRQ·WWKLQNLWLV 7KHV\VWHPRIDOOHJHGWUXWKVLVMXVWWRRLOOGHÀQHG  

/HZLVKHUHVXJJHVWVWKDWRXUIRONWKHRU\RIPRUDOLW\LVLQFRQVLGHUDEOHGLVDUUD\ ,IWKLVLV
FRUUHFW WKHQLWVHHPVWKDWWKHUHLVQ·WUHDOO\DQ\ZD\DWDOORIVSHDNLQJVWULFWO\DERXWYDOXHV
7KLVLVEHFDXVH LIIRONPRUDOLW\LVVXIÀFLHQWO\LOOGHÀQHG WKHUHLVQRGHÀQLWHFROOHFWLRQ
RIRSLQLRQVWKDWFRQVWLWXWH WKH IRONWKHRU\RIYDOXH $V, XQGHUVWDQGWKHSLFWXUHZHJHW
IURP/HZLV ZHZLOODVDUHVXOWRQO\EHDEOHWRVSHDNORRVHO\DERXWYDOXHV WKHUHZLOORQO\
EHLPSHUIHFWGHVHUYHUVRIWKHQDPH¶YDOXH· )RURXUIRONPRUDOLW\ ZKHUHE\ZHGHWHUPLQH
ZKHWKHUDQ\WKLQJLVDYDOXH LV´MXVWWRRLOOGHÀQHGµ
7KHUHIRUH LWVHHPVWRPHWKDW XQOLNHWKHHDUOLHUSDVVDJHV LQWKLVSDVVDJH/HZLVLVLQGHHG
DUJXLQJDJDLQVWWKHHUURUWKHRU\ ,QDGGLWLRQ KLVDUJXPHQWVHHPVURXJKO\WREHWKHVDPH
DVP\DUJXPHQW WKHHUURUWKHRU\UHTXLUHVWKDWPRUDOGLVFRXUVHEHUHODWLYHO\GHWHUPLQDWH
EXWPRUDOLW\FRQWDLQVHQRXJKGLVDUUD\WRXQGHUPLQHVXFKGHWHUPLQDF\ VR WKHHUURUWKHRU\
LVQRWWUXH , IXUWKHUEHOLHYHWKDWWKLVUHSUHVHQWVDQLPSRUWDQWDQGKHUHWRIRUHXQUHFRJQL]HG
FKDQJHLQ/HZLV·VFRQVLGHUHGPHWDHWKLFDOYLHZV
7KHUHDUHWZRLPSRUWDQWXSVKRWVRIWKLVVHFWLRQ )LUVW VRPHSKLORVRSKHUV.LUFKLQDQG
ODWHU/HZLVKDYHDOUHDG\SXUVXHGDUJXPHQWVDJDLQVWWKHHUURUWKHRU\WKDWDUHYHU\VLPLODU
WRP\RZQ %XW.LUFKLQ·VGRHVQ·WXVHH[DFWO\WKHVDPHVHWRILGHDV DQG/HZLV·VDUJXPHQW
LVQRWYHU\GHYHORSHG 6HFRQG VRPHSKLORVRSKHUV%XUJHVV 6FKLIIHU DQGHDUOLHU/HZLV
DOUHDG\DFFHSWLGHDVWKDW LQP\YLHZ FDQEHXVHGWRDUJXHDJDLQVWWKHHUURUWKHRU\ 7KH\
WHQG KRZHYHU WRDFFHSWVOLJKWO\VWURQJHUFODLPVWKDQLVUHTXLUHGLQRUGHUIRUP\DUJXPHQW
WRJRWKURXJK ,QWKHUHPDLQGHURIWKLVFKDSWHU ,·OORXWOLQHP\DUJXPHQWDJDLQVWWKHHUURU
WKHRU\DQGGHIHQGLWVSUHPLVHV
 $ )UDPHZRUNIRU,QGHWHUPLQDF\
,QWKLVVHFWLRQ , EHJLQE\H[WHQGLQJWKHOLQJXLVWLFDFFRXQWRILQGHWHUPLQDF\WKDW, LQ
WURGXFHGLQFKDSWHULQRUGHUWRDSSO\LWWRPRUHUDGLFDOVRUWVRIVHPDQWLFLQGHWHUPLQDF\
7KHGHÀQLWLRQVWKDW, LQWURGXFHLQVXEVHFWLRQZLOOEHLPSRUWDQWIRUWKHDUJXPHQWWKDW
, SUHVHQWLQWKHQH[WVHFWLRQ ,QDGGLWLRQ LQVXEVHFWLRQ , GLVFXVVDYDULHW\RIZD\VRI

XQGHUVWDQGLQJWKHDSSURDFKWRPRUDOGLVFRXUVHWKDWQDWXUDOO\DULVHVRXWRIWKLVIUDPHZRUN
, EHJLQWKHVHFWLRQZLWKVRPHEURDG LPSUHVVLRQLVWLFEUXVKVWURNHVLQRUGHUWRSDLQWDSLFWXUH
RIWKHDFFRXQW
,QWKLVVHFWLRQDQGWKHQH[W , KHOSP\VHOIWRDQXQGHUVWDQGLQJRI¶SURSHUW\·RQZKLFK
HYHU\SURSHUW\GHWHUPLQHVDSUHFLVHFODVVRISRVVLEOHLQGLYLGXDOV WKHSRVVLEOHWKLQJVWKDW
LQVWDQWLDWHWKHSURSHUW\ +RZHYHU , GRQRWSUHVXSSRVHDFRQFHSWLRQRISURSHUWLHVRQZKLFK
WKH\FDQVWULFWO\EHLQGLYLGXDWHGLQWKLVZD\ VDPHQHVVLQLQWHQVLRQZLOOQRWVXIÀFHIRU
SURSHUW\LGHQWLW\ 6LPLODUVWLSXODWLRQVKROGIRUWDONRISURSRVLWLRQVLQWKHVHVHFWLRQV ,Q
DGGLWLRQ WDONRISURSHUWLHVLVWREHXQGHUVWRRGLQDQDEXQGDQWVHQVH SURSHUWLHVDUHVWLOOWR
EHFRQFHLYHGDVPHDQLQJV 7KHVHDUHPHDQWPHUHO\WREHWHUPLQRORJLFDOVWLSXODWLRQV DQG,
KRSHLWLVFOHDUZKDWWKH\DPRXQWWR JLYHQWKHGLVFXVVLRQRISURSHUWLHVLQFKDSWHU
 7KH/LQJXLVWLF$FFRXQWRI,QGHWHUPLQDF\
&RORUWHUPLQRORJ\LVQRWVSHFLDOLQEHLQJVHPDQWLFDOO\XQGHFLGHG -XVWDVZHKDYHQRW
GHFLGHGZKLFKSUHFLVHUDQJHRIWKHFRORUVSHFWUXP¶UHG·LVWRDSSO\WR IRUDOPRVWDOORIRXU
WHUPV WKHUHDUHIDUPRUHHTXDOO\HOLJLEOHFDQGLGDWHPHDQLQJVWKDQZHHYHUDFNQRZOHGJH
,QGHHG ZHGRQ·WKDYHDQ\UHDVRQWRDFNQRZOHGJHPRVWSRVVLEOHPHDQLQJV QRUFRXOGZH
DFNQRZOHGJHPDQ\RIWKHPLIZHWULHG +RZHYHU LWLVQDWXUDOWRWKLQNWKDWVRPHSDUWVRI
RXUODQJXDJHDUHPRUHVHPDQWLFDOO\XQGHFLGHG DQGDUHLQPRUHGLVDUUD\ WKDQRWKHUSDUWV
)LUVW WKHUHLVWKHFDVHRISHUIHFWFROOHFWLYHGHFLVLRQRIDOLQJXLVWLFFRPPXQLW\RQDSHUIHFWO\
SUHFLVHPHDQLQJ 7HUPVWKDWDUHPRVWSODXVLEO\XQGHUVWRRGLQWKLVZD\SUREDEO\LQFOXGHWKH
ORJLFDOFRQQHFWLYHVDQGXQUHVWULFWHGTXDQWLÀHUV, 7KHQ ZLWKYDJXHSUHGLFDWHV LWVHHPV
WKDWZHFRPHWRDOLPLWHGFRQVHQVXVRQD´FRUHµPHDQLQJ EXWOHDYHRSHQ´ERUGHUOLQHµ
2EYLRXVO\ WKHLGHDWKDWOLQJXLVWLFFRPPXQLWLHVFRPHWRDFRQVHQVXVRQPHDQLQJVLVDQH[WUHPHLGHDOL]DWLRQRIWKHZD\LQZKLFKRXUWHUPVJHWWKHLUPHDQLQJV FI 4XLQH·VSUHIDFHWR/HZLV  , WDNHSDUWRIWKLVPHWDSKRUWREHFDVKHGRXWLQWKHPDLQWH[WRI/HZLV 
7KHUHPD\EHRWKHUIDFWRUVWKDW´KHOSXVWRGHFLGHµRU´GHFLGHIRUXVµRQSUHFLVHPHDQLQJV HJ IDFWVLQYROYLQJZKLFKPHDQLQJVDUH´LQWULQVLFDOO\HOLJLEOHµ 6HH/HZLV DQG

FDVHV $ VOLJKWO\PRUHH[WUHPHVRUWRILQGHFLVLRQRFFXUVZKHQWKHUHLVVRPHWKLQJFORVH
HQRXJKWRFRQVHQVXVRQHDFKRIPDQ\SRVVLEOH´FRUHµPHDQLQJV $V, VHHLW WKLVLVWUXHIRU
DPELJXRXVDQGSRO\VHPLFWHUPLQRORJ\ &KDSWHURIWKLVZRUNVKRXOGPDNHLWFOHDUWKDW,
EHOLHYHWKDW¶SURSHUW\·LVXQGHFLGHGLQURXJKO\RQHRIWKHVHZD\V )LQDOO\ DWWKHIDUHQGRI
VHPDQWLFLQGHFLVLRQ RXUGLVFRXUVHLQYROYLQJDWHUPPD\EHLQVXFKGLVDUUD\DVQRWWRPDNH
SODXVLEOHWKHH[LVWHQFHRIDQ\FRUHGHQRWDWLRQVIRUWKHWHUP ,WLVGLIÀFXOWWRFRPHXSZLWK
XQFRQWURYHUVLDORUGLQDU\H[DPSOHVRIWKLVNLQG EXW, DPLQFOLQHGWRWKLQNWKDW¶ORYH·DQG
¶KDWH·DUHVHPDQWLFDOO\XQGHFLGHGLQWKLVZD\ , EHOLHYHWKDWZHFRXOG ZLWKDFHUWDLQDPRXQW
RIHIIRUW FRQVWUXFWDUWLÀFLDOH[DPSOHVRIWHUPVWKDWDUHUDGLFDOO\VHPDQWLFDOO\XQGHFLGHG
WKRXJK, ZLOOQRWDWWHPSWWRSHUIRUPWKLVH[HUFLVHKHUH &OHDUO\ WKHUHLVDZKROHVSHFWUXP
RIPRUHDQGOHVVH[WUHPHVRUWVRIVHPDQWLFLQGHFLVLRQLQEHWZHHQWKHVHQDWXUDOSRLQWV
, DVVXPHDVP\VWDUWLQJSRLQWWKDWWKLVLVDQDFFXUDWHVNHWFKRIVRPHRIWKHFUXFLDOUH
ODWLRQVEHWZHHQRXUODQJXDJHDQGWKHZRUOG :HQHHGVRPHZD\RIPRGHOLQJWKLVSLFWXUH
WKHIROORZLQJLVPRVWFRQYHQLHQWIRUPH ,IRXUWHUPLQRORJ\ZHUHSHUIHFWO\VHPDQWLFDOO\
GHFLGHG WKHQHYHU\QDPHZRXOGUHIHUWRDVLQJOHLQGLYLGXDO HYHU\SUHGLFDWHZRXOGH[SUHVV
DXQLTXHSURSHUW\ DQGHYHU\VWDWHPHQWZRXOGH[SUHVVDGLVWLQFWSURSRVLWLRQ %XWVLQFHRXU
ODQJXDJHLVIDUIURPEHLQJSHUIHFWO\VHPDQWLFDOO\GHFLGHG WKHEHVWZHFDQVD\LVWKDWHDFK
QDPHUHIHUVWRD UDQJH RILQGLYLGXDOV HDFKSUHGLFDWHH[SUHVVHVD UDQJH RISURSHUWLHV DQG
HDFKVWDWHPHQWH[SUHVVHVD UDQJH RISURSRVLWLRQV, ,QWXLWLYHO\ WKHVHUDQJHVFRUUHVSRQG
WRWKHYDULRXVPHDQLQJVWKDWZHFRXOGKDYHPHDQW KDGRXUOLQJXLVWLFFRPPXQLW\FRPHWR
)HOGPDQ VHHPVWRVXJJHVWWKDW¶KDSS\·LQ(QJOLVKPD\EHDFDVHRIWKLVVRUW &RPSDUHWKH¶VPLGJHW·H[DPSOHLQ6RDPHV  FKDSWHU
$VLQFKDSWHU , VWLOOLJQRUHDQ\SUREOHPVRIKLJKHURUGHULQGHWHUPLQDF\ VXFKDVWKHSUREOHPRIKLJKHURUGHUYDJXHQHVV $V, VHHLW WKHVHSUREOHPVDUHRUWKRJRQDOWRWKHSUHVHQWGLVFXVVLRQ 6HH:LOOLDPVRQ 
,WPD\EHPRUHQDWXUDOWRVD\WKDWQDPHV SUHGLFDWHV DQGVWDWHPHQWVLQGHWHUPLQDWHO\H[SUHVVRUUHIHUWRSUHFLVHLQGLYLGXDOV SURSHUWLHVDQGPHDQLQJV , EHOLHYHWKDWWKLVZRXOGUHVXOWLQDPRUHRUOHVVHTXLYDOHQWPRGHORIWKHUHODWLRQEHWZHHQRXUODQJXDJHDQGWKHZRUOG DQGWKDWDQ\GLIIHUHQFHVZRXOGEHRUWKRJRQDOWRWKHSXUSRVHVRIWKLVGLVFXVVLRQ

PRUHRIDFRQVHQVXV (DFKPHPEHURIDUDQJHLVD UHDVRQDEOHUHVROXWLRQ RIWKHVHPDQWLF
LQGHFLVLRQRIWKHWHUP
$VDQXSVKRWRIWKLVVRUWRIPRGHO WKHUHLVQRVWUDLJKWIRUZDUGZD\RIDVVLJQLQJVHPDQWLF
SURSHUWLHV VXFKDVWUXWKDQGIDOVLW\ WRSLHFHVRIRXUODQJXDJH ,IWKHODQJXDJHZHUHSHUIHFWO\
GHFLGHG ZHFRXOGVLPSO\VD\WKDWRXUWHUPLQRORJ\GLUHFWO\LQKHULWVWKHVHPDQWLFSURSHUWLHV
RIZKDWLWH[SUHVVHV DVWDWHPHQWZRXOGEH WUXH LIWKHSURSRVLWLRQLWH[SUHVVHGZHUHWUXH
DSUHGLFDWHZRXOG DSSO\ WRVRPHWKLQJLIWKHSURSHUW\LWH[SUHVVHGZHUHLQVWDQWLDWHGE\WKDW
WKLQJ DQGVRRQ ,QFKDSWHU , H[SODLQHGDQDWXUDOZD\RIDVVRFLDWLQJWKHVHPDQWLFSURS
HUWLHVRIWUXWKDQGIDOVLW\ZLWKVWDWHPHQWVWKDWFRQWDLQYDJXHWHUPLQRORJ\ , QRZDLPWR
JHQHUDOL]HWKLVLQRUGHUWRGHDOQRWRQO\ZLWKYDJXHQHVV EXWZLWKRWKHUPRUHH[WUHPHNLQGV
RIVHPDQWLFLQGHFLVLRQ DQGDOVRLQRUGHUWRFRYHURWKHUFUXFLDOVHPDQWLFSURSHUWLHV )LUVW
ZHPD\VD\WKDWDVWDWHPHQWLV VXSHUWUXH LIHYHU\SURSRVLWLRQWKDWLVDUHDVRQDEOHUHVROX
WLRQRILWLVWUXH VXSHUIDOVH LIHDFKRILWVUHDVRQDEOHUHVROXWLRQVLVIDOVH DQG LQGHWHUPLQDWH
RWKHUZLVH 2EYLRXVO\ WKLVH[DFWO\SDUDOOHOVWKHGHÀQLWLRQVWKDW, SURYLGHGIRUWKHVHWHUPV
LQFKDSWHU 7KHRQO\GLIIHUHQFHLVWKDW¶UHDVRQDEOHUHVROXWLRQ·RFFXUVZKHUHYHU¶SUHFLVLÀ
FDWLRQ·RFFXUUHGEHIRUH
7UXWKDQGIDOVLW\DUHQRWWKHRQO\VHPDQWLFSURSHUWLHVWKDWDUHLPSRUWDQWIRUP\GLVFXV
VLRQ 6WDWHPHQWVDOVRKDYHDQDO\WLFHQWDLOPHQWV ZKHUHDQDO\WLFHQWDLOPHQWLVFRQFHLYHGDV
DVHPDQWLFUHODWLRQ ,QGHHG DFUXFLDOSDUWRIWKHHUURUWKHRU\LQYROYHVDFODLPDERXWWKH
DQDO\WLFHQWDLOPHQWVRIPRUDOVWDWHPHQWV ,IRXUODQJXDJHZHUHSHUIHFWO\SUHFLVH WKHQZH
FRXOGVD\WKDWDVWDWHPHQWHQWDLOVDSURSRVLWLRQLIDQGRQO\LIWKHSURSRVLWLRQLWH[SUHVVHV
HQWDLOVWKDWSURSRVLWLRQ %XWVLQFHVWDWHPHQWVW\SLFDOO\FDQQRWEHVDLGWRH[SUHVVXQLTXH
SURSRVLWLRQV WKLVQRWLRQPXVWEHUHGHÀQHGDVIROORZV DVWDWHPHQW DQDO\WLFDOO\HQWDLOV D
SURSRVLWLRQ 3 MXVWZKHQHDFKRILWVUHDVRQDEOHUHVROXWLRQVHQWDLOV 3WKDWLV IRUDQ\SURSR
VLWLRQLQWKHUDQJHH[SUHVVHGE\WKHVWDWHPHQW WKDWSURSRVLWLRQLVWUXHDWDSRVVLEOHZRUOG
RQO\LI 3 LVDOVRWUXHDWWKDWZRUOG

,QDGGLWLRQ ZHQHHGVRPHZD\RIWDONLQJRIFRQFHSWXDODQDO\VLV VLQFHWKHHUURUWKHRULVW
KROGVEHOLHIVDERXWWKHFRUUHFWDQDO\VHVRIPRUDOSUHGLFDWHV ,IRXUSUHGLFDWHVH[SUHVVHG
XQLTXHSURSHUWLHV WKHQZHFRXOGVD\WKDWWKHDQDO\VLVRIDSUHGLFDWH¶)· ZRXOGEHWKHRQH
WUXHQHFHVVDU\ DSULRUL ZD\RIÀOOLQJLQWKHEODQNLQWKHIROORZLQJVFKHPD
7KHSUHGLFDWH¶)· DSSOLHVWRVRPHWKLQJLIDQGRQO\LIWKDWWKLQJKDVWKHSURSHUW\ 
%XWVLQFHSUHGLFDWHVH[SUHVVUDQJHVRISURSHUWLHVLQVWHDGRIXQLTXHSURSHUWLHV WKHUHZLOOEH
QRXQLTXHQHFHVVDU\ DSULRUL ZD\RIÀOOLQJLQWKHEODQN )RUHDFKUHDVRQDEOHUHVROXWLRQRI
¶)·WKHUHZLOOEHDGLIIHUHQW DGPLVVLEOHDQDO\VLV ZKHUHZKDWJRHVLQWKHEODQNLVWKHSUHFLVH
IXOO\VHPDQWLFDOO\GHFLGHGQDPHRIWKHSURSHUW\WKDWLVWKHVDOLHQWUHDVRQDEOHUHVROXWLRQRI
¶)·
)LQDOO\ EHFDXVHWKHHUURUWKHRULVWEHOLHYHVRXUPRUDOSUHGLFDWHVDUHLQFRQVLVWHQW ZH
UHTXLUHDZD\RIWDONLQJRISUHGLFDWHVWKDWFRXOGQRWSRVVLEO\DSSO\WRDQ\WKLQJ ,IRXU
ODQJXDJHZHUHSHUIHFWO\GHFLGHG ZHFRXOGVD\WKDWDSUHGLFDWHLVLQFRQVLVWHQWZKHQWKH
SURSHUW\LWH[SUHVVHVLVQRWLQVWDQWLDWHGE\DQ\SRVVLEOHLQGLYLGXDO 1RZ KRZHYHU LWLV
PRVWQDWXUDOWRVD\WKDWSUHGLFDWHVPD\RQO\EHHLWKHU´XQHTXLYRFDOO\µRU´HTXLYRFDOO\µ
LQFRQVLVWHQW $ SUHGLFDWHLV XQHTXLYRFDOO\LQFRQVLVWHQW LI DQGRQO\LI IRUHDFKRILWVDGPLV
VLEOHDQDO\VHV ZKDWJRHVLQWKHEODQNLVDSUHFLVHQDPHIRUDSURSHUW\WKDWLVLQVWDQWLDWHGE\
QRLQGLYLGXDODWDQ\SRVVLEOHZRUOG $ SUHGLFDWHLV HTXLYRFDOO\LQFRQVLVWHQW MXVWLQFDVHRQ
VRPHEXWQRWDOORILWVDGPLVVLEOHDQDO\VHV ZKDWJRHVLQWKHEODQNLVDQDPHIRUDSURSHUW\
WKDWLVXQLQVWDQWLDEOH 2WKHUZLVH WKHSUHGLFDWHLV XQHTXLYRFDOO\FRQVLVWHQW
1HFHVVLW\DQG DSULRULFLW\ DUH VWULFWO\VSHDNLQJ QRWWKHRQO\FRQVWUDLQWV ,QWXLWLYHO\ LI, ZHUHWRÀOOWKHEODQNZLWK¶RIEHLQJ)·WKHQ, ZRXOGQ·WEHJLYLQJDQDQDO\VLVRIWKHSUHGLFDWH IRU ZKLOHWKHUHVXOWZRXOGEHQHFHVVDULO\WUXHDQG DSULRUL LWZRXOGDOVREH WULYLDO $OVR LIZHVXSSRVHWKDW¶RIEHLQJ*· JDYHXVWKHFRUUHFWDQDO\VLVRI¶)·WKHQ¶RIEHLQJ* DQGHLWKHUUHGRUQRWUHG·ZRXOGEHDQRWKHUQHFHVVDU\ DSULRUL ZD\RIÀOOLQJWKHEODQN WKRXJKLWZRXOGQ·WEHDQRWKHUDQDO\VLV ,WLVXQFOHDUWRPHKRZWRVROYHWKHVHSUREOHPV , KRSHKRZHYHU WKDW, KDYHFRQYH\HGWKHFUXFLDOLGHD

 6RPH%UDQGVRI0RUDO,QGHFLVLRQLVP
:LWKWKHVHQRWLRQV ZHDUHDOPRVWLQDSRVLWLRQWRVWDWHP\DUJXPHQWDJDLQVWWKHHUURUWKH
RU\ $ PDLQSUHPLVHLQP\DUJXPHQWZLOOLQYROYHDQDSSHDOWRWKHH[LVWHQFHRIZLGHVSUHDG
VHPDQWLFLQGHFLVLRQLQPRUDOGLVFRXUVH ,IRQHWKLQNVWKLVLVDIHDWXUHRIPRUDOGLVFRXUVH
WKHQRQHDSSDUHQWO\KDVPDQ\FKRLFHVDERXWKRZWRIRUPXODWHKLVRYHUDOODSSURDFKWRPRUDO
ODQJXDJH ,QWKHUHPDLQGHURIWKLVVHFWLRQ , RXWOLQHVRPHLPSRUWDQW´FKRLFHSRLQWVµ TXHV
WLRQVWKDWRXJKWWREHDQVZHUHGE\DQ\RQHZKRDFFHSWVDYLHZRIWKLVNLQG $VQRWHGLQWKH
LQWURGXFWRU\VHFWLRQRIWKLVFKDSWHU WKHVHYLHZVDUHNLQGVRI¶PRUDOLQGHFLVLRQLVP·
7KHUHDVRQZK\, DPRXWOLQLQJWKHVHVRUWVRIPRUDOLQGHFLVLRQLVPLVWKDWGLIIHUHQWIRUPV
RIWKHYLHZPD\EHPRUHUHOHYDQWWRWKHDUJXPHQWWRFRPHWKDQRWKHUV ,WZLOOEHLPSRUWDQWWR
NHHSWKHVHGLIIHUHQWIRUPVLQPLQG , DOVRZDQWWRFODVVLI\WKHYLHZVH[SUHVVHGE\%XUJHVV
6FKLIIHU DQG/HZLV VLQFHWKHLUYLHZVVHHPWREHNLQGVRIPRUDOLQGHFLVLRQLVP
7KHÀUVWTXHVWLRQWKDWRXJKWWREHDQVZHUHGE\WKHSKLORVRSKHULQWHUHVWHGLQPRUDOLQ
GHFLVLRQLVPLV KRZH[WUHPHLVWKHVHPDQWLFLQGHFLVLRQLQPRUDOGLVFRXUVH" 'RHVWKHYLHZ
KROGWKDWSLHFHVRIPRUDOWHUPLQRORJ\DUHYDJXH WKDWWKH\DUHDPELJXRXVRUSRO\VHPLF RU
WKDWWKH\DUHLQIHFWHGZLWKVRPHNLQGRIPRUHUDGLFDOVRUWRIVHPDQWLFLQGHFLVLRQ" $V, VHH
LW LQRUGHUIRUVXFKDYLHZWRTXDOLI\DVDIRUPRIDQWLUHDOLVP DQGLQRUGHUWREHDQLQWHU
HVWLQJDOWHUQDWLYHWRPRVWRWKHUYLHZVWKDWKDYHEHHQH[SOLFLWO\DFFHSWHGLQWKHOLWHUDWXUH LW
RXJKWWRLPSO\WKDWWKHLQGHWHUPLQDF\LQPRUDOLW\LVRQHRIWKHPRUHUDGLFDONLQGV 0RVW
RIRXUWHUPLQRORJ\LVYDJXHLQVRPHZD\ DQGVRLWLVQRWWHUULEO\FRQWURYHUVLDOWREHOLHYH
WKDWPRUDOWHUPLQRORJ\LVLQFOXGHGLQWKLVFODVV )LQDOO\ LWVHHPVWKDWERWK%XUJHVVDQG
/HZLVZRXOGKROGYLHZVDFFRUGLQJWRZKLFKWKHLQGHWHUPLQDF\LVUHODWLYHO\UDGLFDO
6HFRQG WKHUHLVWKHTXHVWLRQRIKRZZLGHUHDFKLQJWKHLQGHFLVLRQLVVXSSRVHGWREH $UH
PHUHO\VRPHRIRXUPRUDOSUHGLFDWHVVHPDQWLFDOO\XQGHFLGHG RUDUHWKH\DOOXQGHFLGHGLQ
WKLVZD\" 7KHVRUWVRIPRUDOLQGHFLVLRQLVPWKDW, DPSUHVHQWO\FRQFHUQHGZLWKQHHGPHUHO\
6HH IRUH[DPSOH 6KDIHU/DQGDX DQG%DODJXHU 

KROGWKDWWKHPRUDOSUHGLFDWHVWKDWWKHHUURUWKHRULVWWDUJHWVDUHXQGHFLGHG 7KXV LIWKHHUURU
WKHRULVWFODLPVWKDWDOORIRXUPRUDOSUHGLFDWHVDUHLQFRQVLVWHQW WKHQWKHPRUDOLQGHFLVLRQLVW
WKDWLVPRVWUHOHYDQWZLOOKROGWKDWDOOPRUDOSUHGLFDWHVDUHVHPDQWLFDOO\XQGHFLGHG 6LQFH
-R\FHPHUHO\FRQFHQWUDWHVRQGHRQWLFSUHGLFDWHVOLNH¶REOLJDWRU\·DQG¶ZURQJ· DZHDNHU
IRUPRILQGFLVLRQLVPPD\EHDOOZHQHHGWRFRXQWHQDQFHLQRUGHUWRXQGHUPLQHWKHKHDUW
RIKLVYLHZ ,QDGGLWLRQ LWLVLQWHUHVWLQJWRQRWHWKDW6FKLIIHUDQG%XUJHVVKROGWKDWWKH
LQGHWHUPLQDF\LVFORVHWRXQLYHUVDO /HZLV RQWKHRWKHUKDQG VHHPVWRKROGDUHVWULFWHG
YHUVLRQRIWKHYLHZ RQZKLFKWKHVHPDQWLFLQGHFLVLRQLQPRUDOGLVFRXUVHPD\EHORFDWHGLQ
RXUVWDWHPHQWVDERXWYDOXHV,
7KHWKLUGDQGIRXUWKTXHVWLRQVDUHLQWLPDWHO\UHODWHG EXWDUHZRUWKVHSDUDWLQJQRQHWKH
OHVV :HPXVWDVN DUHRXUPRUDOSUHGLFDWHVHTXLYRFDOO\LQFRQVLVWHQW" $V, VHHLW DEUDQG
RILQGHFLVLRQLVPPD\DQVZHU¶\HV·WRWKLVTXHVWLRQDQGUHPDLQLQFRPSDWLEOHZLWKWKHHUURU
WKHRU\ , SUHVXSSRVHWKLVDVSDUWRIP\DUJXPHQWDJDLQVWWKHHUURUWKHRU\ ,WLVLPSRUWDQWWR
QRWHWKDW/HZLVVHHPVWRDQVZHU¶\HV·WRWKHTXHVWLRQ EXWERWK%XUJHVVDQG6FKLIIHUUHPDLQ
VLOHQWDERXWLW
)LQDOO\ LWLVLPSRUWDQWIRUDPRUDOLQGHFLVLRQLVWWRWDNHDVWDQGRQKRZWKHLQGHWHUPLQDF\
DIIHFWVWKHWUXWKYDOXHVRIRXUPRUDOVWDWHPHQWV $UHDOOWKHLQIHFWHGVWDWHPHQWVJDSS\ RU
PD\VRPHRIWKHPEHVXSHUWUXHRUVXSHUIDOVH" &OHDUO\ VHPDQWLFLQGHFLVLRQQHHGQRWUHVXOW
LQXQLIRUPJDSSLQHVV DVYDJXHSUHGLFDWHVDUHVHPDQWLFDOO\XQGHFLGHGEXWVRPHVWDWHPHQWV
WKDWLQYROYHYDJXHSUHGLFDWHVDUHVXSHUWUXH DQGVRPHDUHVXSHUIDOVH %XUJHVVVD\VWKDW
HDFKVWDWHPHQWWKDWLVLQIHFWHGZLWKVHPDQWLFLQGHFLVLRQLVJDSS\ ZKHUHDV6FKLIIHUVXJJHVWV
,WLVLPSRUWDQWWRQRWH KRZHYHU WKDW6FKLIIHUKROGVDGLIIHUHQWYLHZDERXWWKHQDWXUHRILQGHWHUPLQDF\WKDQ, GRKHUH 6HH6FKLIIHU  FKDSWHU
%XWVHH/HZLV  Q
7KHUHDUHDFWXDOO\DFRXSOHRILPSRUWDQWO\GLIIHUHQWTXHVWLRQVKHUH :HPLJKWDVNZKDWLVWKH KRUL]RQWDOH[WHQWRILQGHFLVLRQ WKXVDVNLQJDERXWZKLFKPRUDOSUHGLFDWHVDUHXQGHFLGHG :HPLJKWDOVRDVN ZLWKUHVSHFWWRWKRVHSUHGLFDWHV ZKDWLVWKH YHUWLFDO H[WHQWRILQGHFLVLRQ 7KLVVHFRQGTXHVWLRQPD\LQYROYHVXFKLVVXHVDVZKHWKHULWLVLQGHWHUPLQDWHZKDWLVWKHFRUUHFWDQDO\VLVRIWKHSUHGLFDWH RUZKHWKHULWLVLQGHWHUPLQDWHZKHWKHUZHRXJKWWREXLOGLPSOLFLWUHODWLYL]DWLRQWRPRUDOVWDQGDUGVLQWRRXUVHPDQWLFWUHDWPHQWRIWKHSUHGLFDWH

WKDWKHLVZLOOLQJWRDOORZWKDWVRPHVPDOOPLQRULW\RIPRUDOVWDWHPHQWVKDYHGHWHUPLQDWH
WUXWKYDOXHV 7KHHDUOLHU/HZLV RQWKHRWKHUKDQG DSSDUHQWO\ZRXOGEHDOORZHGWRVD\WKDW
VRPHRIRXUPRUDOVWDWHPHQWVDERXWYDOXHDUHVXSHUIDOVHDQGVRPHLQGHWHUPLQDWH %XWKH
FRXOGQRWVD\WKDWDQ\RIWKHPDUHVXSHUWUXH VLQFHKHWKLQNVVWDWHPHQWVDERXWYDOXHDUH
HTXLYRFDOO\LQFRQVLVWHQW
0RUDOLQGHFLVLRQLVPWKHUHIRUHFRPHVLQPDQ\YDULHWLHV 7KHPRVWUDGLFDOVRUWVRIPRUDO
LQGHFLVLRQLVPZRXOGKROGRQHRIWKHVHYLHZV
5DGLFDOVHPDQWLFLQGHFLVLRQLQIHFWVHYHU\PRUDOVWDWHPHQW DQGHDFKRQHLVHTXLYRFDOO\LQFRQVLVWHQW5DGLFDOVHPDQWLFLQGHFLVLRQLQIHFWVDOOPRUDOVWDWHPHQWV EXWRQO\VRPHDUHHTXLYRFDOO\LQFRQVLVWHQW5DGLFDOVHPDQWLFLQGHFLVLRQLQIHFWVDOOPRUDOVWDWHPHQWV DQGQRQHRIWKHPLVHTXLYRFDOO\LQFRQVLVWHQW
6OLJKWO\OHVVUDGLFDOYHUVLRQVRIWKHYLHZPD\ZHDNHQHLWKHURIWKHVHFODLPV UHVXOWLQJ IRU
H[DPSOH LQRQHRIWKHVHYLHZV
5DGLFDOVHPDQWLFLQGHFLVLRQLQIHFWVVRPHPRUDOVWDWHPHQWV DQGDOORIWKRVHLQIHFWHGDUHLQGHWHUPLQDWH5DGLFDOVHPDQWLFLQGHFLVLRQLQIHFWVVRPHPRUDOVWDWHPHQWV DQGRQO\VRPHRIWKRVHLQIHFWHGDUHLQGHWHUPLQDWH ZKLOHVRPHDUHVXSHUWUXHRUVXSHUIDOVH
7KXVLWLVFRQVLVWHQWIRUDIRUPRIPRUDOLQGHFLVLRQLVPWRKROGWKDWVRPHRIRXUPRUDO
VWDWHPHQWVDUHVXSHUWUXH $JDLQ , QRWHWKDWLWZLOOEHLQWHUHVWLQJWRNHHSLQPLQGZKHWKHU
WKHFRQVLGHUDWLRQVWKDW, DGYDQFHLQIDYRURIP\SUHPLVHVZLOOFRPPLWPHWRSDUWLFXODU
DQVZHUVWRWKHVHTXHVWLRQV
 $JDLQVWWKH(UURU7KHRU\
7KHPDLQJRDORIWKLVVHFWLRQLVWROD\RXW LQDVFOHDUDQGULJRURXVDPDQQHUDVSRVVLEOH
P\DUJXPHQWDJDLQVWWKHHUURUWKHRU\ 7KHDUJXPHQWFUXFLDOO\SUHVXSSRVHVDIUDPHZRUNRQ
ZKLFKVHPDQWLFLQGHFLVLRQLVWKHSULPDU\FDXVHRILQGHWHUPLQDF\ , GRQRWDWWHPSWWRUDWLR
QDOL]HWKLVDVVXPSWLRQ 7KHDUJXPHQWDOVRFUXFLDOO\UHTXLUHV DVSDUWRILWVPDLQSUHPLVH

WKDWPRUDOGLVFRXUVHFRQWDLQVZLGHVSUHDGVHPDQWLFLQGHFLVLRQ ,QWKHVXEVHTXHQWVHFWLRQV
, SURYLGHDEDUUDJHRIFRQVLGHUDWLRQVLQIDYRURIWKLVK\SRWKHVLV
0\DUJXPHQWLQYROYHVWKUHHVWHSV 7KHÀUVWVWHSLVWRQRWLFHDWULYLDOLPSOLFDWLRQRI
WKHHUURUWKHRU\ DFFRUGLQJWR7KHVLV($HYHU\PRUDOVWDWHPHQWDQDO\WLFDOO\HQWDLOVD
QHFHVVDU\IDOVHKRRG YL] WKDWDEXQGDQWPRUDOSURSHUWLHVDUHLQVWDQWLDWHG 7KLVLVWULYLDOO\
LPSOLHGE\WKHHUURUWKHRU\EHFDXVH RQWKLVYLHZ WKHGHIHFWLQPRUDOLW\LVORFDWHGLQRXU
PRUDOSUHGLFDWHV )XUWKHU LWKROGVWKDWZKHQZHJRWRDQDO\]HWKHPHDQLQJVRIPRUDOWHUPV
ZHÀQGWKDWLIWKH\ZHUHWRDSSO\WRVRPHWKLQJ WKHZRUOGZRXOGKDYHWRPHHWDQLPSRVVLEOH
FRQGLWLRQ
7KHVHFRQGVWHSLQWKHDUJXPHQWLVWRGUDZRXWDFRUROODU\RIWKLVLPSOLFDWLRQ LILW·VLP
SRVVLEOHIRUDEXQGDQWPRUDOSURSHUWLHVWREHLQVWDQWLDWHG WKHQWKHSUHGLFDWHRIHYHU\PRUDO
VWDWHPHQWPXVWEHXQHTXLYRFDOO\LQFRQVLVWHQW 6R WKHHUURUWKHRU\LPSOLHVWKDWWKHSUHGL
FDWHLQDQ\PRUDOVWDWHPHQWLVXQHTXLYRFDOO\LQFRQVLVWHQW 5HFDOOWKDWLQRUGHUWRDQDO\]H
WKHPHDQLQJRIDSUHGLFDWH ZHPXVWÀOOLQWKHEODQNIRUHDFKRILWVDGPLVVLEOHDQDO\VHV ,I
WKHUHDUHPDQ\UHDVRQDEOHUHVROXWLRQVRIVHPDQWLFLQGHFLVLRQIRUWKHSUHGLFDWH WKHQWKHUH
ZLOOEHPDQ\DGPLVVLEOHDQDO\VHV PDQ\ZD\VRIÀOOLQJLQWKHEODQN 7KXV LQRUGHUIRU
WKHHUURUWKHRULVWWRFODLPWKDWDEXQGDQWPRUDOSURSHUWLHVDUHQHFHVVDULO\XQLQVWDQWLDWHG KH
PXVWDOVRDFFHSWWKDW IRUHDFKDGPLVVLEOHDQDO\VLVRIDPRUDOSUHGLFDWH ZKDWJRHVLQWKH
EODQNLVDQLPSRVVLEOHFRQGLWLRQ 7KDWLV WKHSUHGLFDWHPXVWEHXQHTXLYRFDOO\LQFRQVLVWHQW
7KHÀQDOVWHSLQWKHDUJXPHQWLVWKHPDLQSUHPLVH DWZRUVW PRUDOSUHGLFDWHVDUHPHUHO\
HTXLYRFDOO\LQFRQVLVWHQW ,WZRXOGIROORZIURPWKLVSUHPLVHDQGWKHFRUROODU\LQWKHVHFRQG
VWHSWKDWWKHHUURUWKHRU\LVQRWWUXH 6RFOHDUO\WKLVSUHPLVHUHTXLUHVVRPHUDWLRQDOL]DWLRQ
7KHUHDVRQZK\, DFFHSWWKHPDLQSUHPLVHFRPHVLQWZRSDUWV )LUVW OLNH.LUFKLQDQG
/HZLV , EHOLHYHWKDWPRUDOGLVFRXUVHLV´PHVV\µDQG´LOOGHÀQHGµ $VDUHVXOWRIWKLV XSRQ
UHÁHFWLRQ ZHRXJKWWRDOORZWKDWWKHUHZLOOEHQRXQLTXHFRUUHFWLQWHUSUHWDWLRQRIWKHODQ
JXDJHFRQWDLQHGLQPRUDOGLVFRXUVH 7KHUHZLOOEHDPXOWLWXGHRIDGPLVVLEOHLQWHUSUHWDWLRQV
6HFRQG ZKLOHLWPD\EHWKDWRQVRPHRIWKHVHLQWHUSUHWDWLRQVRIPRUDOODQJXDJH WKHSUHG

LFDWHVWKHUHLQZLOOH[SUHVVLPSRVVLEOHFRQGLWLRQV FKDULW\FRQVLGHUDWLRQVGLFWDWHWKDWRQDW
OHDVWVRPHRIWKHLQWHUSUHWDWLRQV PRUDOSUHGLFDWHVZLOOH[SUHVVSRVVLEOHFRQGLWLRQV
7KHQH[WVHFWLRQFRQWDLQVIXUWKHUMXVWLÀFDWLRQIRUWKHÀUVWSDUWRIWKLVUDWLRQDOHIRUWKH
PDLQSUHPLVH ,·OOQRZVSHQGVRPHWLPHWRH[SODLQZKDW, PHDQE\´FKDULW\FRQVLGHUDWLRQVµ
, KHUHPHDQWRLQYRNHDYHUVLRQRI WKHSULQFLSOHRIFKDULW\ DFFRUGLQJWRZKLFK´ZHVKRXOG
ZRUNRQWKHJHQHUDOSUHVXPSWLRQWKDWWKHIRONDUHQRWEDGO\FRQIXVHGµ 7KLVLVREYLRXVO\
YHU\YDJXH DQGWKHUHDUHDWOHDVWWZRFUXFLDOO\GLIIHUHQWZD\VRIPDNLQJLWPRUHSUHFLVH
RQHVWURQJHUDQGOHVVSODXVLEOH DQGRQHZHDNHUDQGPRUHSODXVLEOH
2QDVWURQJHUYHUVLRQRIWKHSULQFLSOHRIFKDULW\ LWPLJKWEHGHPDQGHGWKDWZHLQWHUSUHW
RUGLQDU\VSHDNHUVDVIDLOLQJWRPHDQWUXWKV RUDVKDYLQJLUUDWLRQDOEHOLHIV RQO\LIWKHUHLV
VRPHNLQGRIRYHUZKHOPLQJHYLGHQFHIRUWKLV , GRQRWLQWHQGWRLQYRNHWKHSULQFLSOHRI
FKDULW\LQWKLVVWURQJIRUP ,QVWHDG , ÀQGLWVRPHZKDWPRUHSODXVLEOHWKDW DVDFRQVWUDLQW
RQLQWHUSUHWDWLRQ ZHJLYHDQLQLWLDOSUHVXPSWLRQWRWKHK\SRWKHVLVWKDWRUGLQDU\VSHDNHUV
PHDQWUXWKVDQGGRQ·WKROGLUUDWLRQDOEHOLHIV 7KLVLVWKHZHDNHUYHUVLRQRIWKHSULQFLSOHRI
FKDULW\
1RWLFHWKDWDQHUURUWKHRULVWZRXOGDSSDUHQWO\KDYHWRYLRODWHWKLVSULQFLSOHDWOHDVWVRPH
RIWKHWLPH )RUWKHHUURUWKHRULVWLQWHUSUHWVSHRSOHDVEHLQJLQLQFRKHUHQWEHOLHIVWDWHV
EHOLHILQDPRUDOSURSRVLWLRQZRXOGEHEHOLHILQDQHFHVVDU\IDOVHKRRG +RZHYHU EHOLHILQ
DQHFHVVDU\IDOVHKRRGFRQVWLWXWHVDVWURQJIRUPRILUUDWLRQDOLW\ LIWKHUHLVDQ\WKLQJWKDWD
UDWLRQDODJHQWZLOOQRWEHOLHYH LWLVDQHFHVVDU\IDOVHKRRG 1RZ LWPD\EHWKDWRQVRPH
DGPLVVLEOHLQWHUSUHWDWLRQVRIPRUDOODQJXDJH WKHSUHVXPSWLRQJURXQGHGLQWKHSULQFLSOHRI
FKDULW\LVRYHUULGGHQE\RWKHUFRQVLGHUDWLRQV %XWJLYHQWKDWRXUPRUDOODQJXDJHLV´PHVV\
DQGLOOGHÀQHGµ ZHRXJKWWRH[SHFWWKDWWKHUHZLOOEHLQWHUSUHWDWLRQVRIPRUDOGLVFRXUVH
ZKHUHPRUDOWKLQNHUVGRQRWKROGLQFRKHUHQWEHOLHIVWDWHV
-DFNVRQ   )RUUHIHUHQFHV VHHDOVR/HZLV  

,QVXPPDU\ ZHRXJKWWRH[SHFWWKDWDWOHDVWVRPHWLPHVWKHSUHVXPSWLRQRIFKDULW\ZLQV
RXWRYHURSSRVLQJFRQVLGHUDWLRQV 2QWKHVHDGPLVVLEOHLQWHUSUHWDWLRQV PRUDOSUHGLFDWHVZLOO
QRWEHLQFRQVLVWHQW $VDUHVXOWRIDOOWKLV ZHVKRXOGFRQFOXGHWKDWPRUDOSUHGLFDWHVDUHQRW
XQHTXLYRFDOO\LQFRQVLVWHQW DWZRUVW WKH\DUHPHUHO\HTXLYRFDOO\LQFRQVLVWHQW $QGVRWKH
HUURUWKHRU\LVQRWWUXH
 $ )LUVW3HUVRQ&RQVLGHUDWLRQ
,IWKHPDLQSUHPLVHRIP\DUJXPHQWLVWREHMXVWLÀHG WKHQWKHUHPXVWEHVRPHJRRG
UHDVRQWRWKLQNWKDWPRUDOODQJXDJHLVVHPDQWLFDOO\XQGHFLGHG $ FUXFLDOSDUWRIWKHUDWLR
QDOHIRUWKHPDLQSUHPLVHLQYROYHGP\EHOLHIWKDWPRUDOGLVFRXUVHLVUDGLFDOO\VHPDQWLFDOO\
XQGHFLGHG ,QWKLVVHFWLRQDQGWKHQH[W P\JRDOLVWRSURYLGHVRPHUHDVRQVWREHOLHYHWKLV
K\SRWKHVLV
, ZDQWWREHYHU\XSIURQWDERXWRQHPDMRUFDYHDW , EHOLHYHWKDWWKHVHFRQVLGHUDWLRQV
WDNHQLQGLYLGXDOO\ SURYLGHRQO\VFDQW\VXSSRUWIRUWKLVK\SRWKHVLV , IXUWKHUEHOLHYH KRZ
HYHU WKDWWKHDUJXPHQWV, DGYDQFHLQWKHVHVHFWLRQV WDNHQMRLQWO\ SURYLGHDWOHDVWVRPH
QRQQHJOLJLEOHUHDVRQWRDFFHSWWKHK\SRWKHVLV , DPLQFOLQHGWRWKLQNWKDW XQIRUWXQDWHO\
RQO\DVXEVWDQWLDODPRXQWRIHPSLULFDOOLQJXLVWLFVFRXOGHYHUJLYHXVYHU\SRZHUIXOUHDVRQV
WRDFFHSWPRUDOLQGHFLVLRQLVP
,QWKLVVHFWLRQ , RXWOLQHWKHÀUVWFRQVLGHUDWLRQLQIDYRURIP\PDLQSUHPLVH , GRQRW
H[SHFWLWWRFRPSHOPRVWRWKHUV EXW, WDNHLWWREHDUHDVRQIRUPHWRDFFHSWWKHSUHPLVH ,W
LVVRPHWKLQJRIDÀUVWSHUVRQFRQVLGHUDWLRQ DQGVR, ZRXOGH[SHFWLWRQO\WRFDUU\RYHUWR
RWKHUVZKRKDYHDVLPLODUIUDPHRIPLQG 9HU\URXJKO\ LWLVWKLV VLQFH, KDYHVRPHDFFHVV
WRZKDWZRUGVLQ(QJOLVKPHDQ DQGLWVHHPVWRPHWKDWWKHPHDQLQJVRIPRUDOWHUPVDUHQRW
YHU\GHWHUPLQDWH , KDYHVRPHUHDVRQWRWKLQNWKDWPRUDOWHUPLQRORJ\LVTXLWHVHPDQWLFDOO\
XQGHFLGHG
&RPSDUH HJ %DODJXHU  

, DPDUHDVRQDEO\FRPSHWHQWVSHDNHURI(QJOLVK , JUHZXSVSHDNLQJWKHODQJXDJH $
FRQVHTXHQFHRIWKLVLVWKDW, KDYHVRPHDFFHVVWRZKDWRXUWHUPVPHDQ 2IFRXUVH P\
DELOLW\WRNQRZWKHPHDQLQJVRI(QJOLVKWHUPVPD\EHOLPLWHGLQDYDULHW\RIZD\V DQGLW
PD\QRWEHWRWDOO\FOHDUKRZ, KDYHLW %XWWKHVHDUHQRWUHDVRQVWRUHMHFWWKHFODLPWKDW LQ
JHQHUDO , KDYHDQXQGHUVWDQGLQJRIZKDWZRUGVRI(QJOLVKPHDQ
,QYLUWXHRIP\SRVVHVVLRQRIWKLVFDSDFLW\ , DPDEOHWRGRDFHUWDLQDPRXQWRIFRQFHS
WXDODQDO\VLV , FDQWKLQNDERXWSRVVLELOLWLHV ERWKRUGLQDU\DQGRXWODQGLVK DQGWKHQFRQVXOW
P\OLQJXLVWLFLQWXLWLRQDVWRZKHWKHUDFHUWDLQZRUGFDQFRUUHFWO\EHVDLGWRDSSO\LQWKRVH
SRVVLELOLWLHV , IXUWKHUEHOLHYHWKDWP\XQGHUVWDQGLQJRI(QJOLVKZRUGVDOORZVPHWRKROG
WKHLUPHDQLQJV´EHIRUHP\PLQGµ :KHQ, XVHWKLVDELOLW\ , FDQFRPHWRUHDVRQDEOHFRQFOX
VLRQVDERXWWKHSDUWVRIDFRQFHSWH[SUHVVHGE\DZRUG DQG, FDQDOVRFRPHWRNQRZDERXW
FRQQHFWLRQVEHWZHHQWKHFRQFHSWH[SUHVVHGE\DZRUGDQGRWKHUFRQFHSWV )RUH[DPSOH ,
NQRZWKDWLI\RX·UHDEDFKHORU WKHQ\RXPXVWEHDQXQPDUULHGDGXOWPDOH
%XWZKHQ, UHÁHFWRQWKHPHDQLQJVRIPRUDOWHUPV P\PLQG·VH\HVHHVRQO\DEOXU
, FDQWKLQNDERXWSRVVLELOLWLHVZKHUH, NQRZ, DP VXSSRVHG WRKDYHLQFOLQDWLRQVWRPDNH
PRUDOFODLPV WKHOLWWOHER\VZKREXUQWKHFDW WKHROGHUVLEOLQJZKRJHWVKLVOLWWOHEURWKHU
WRVWHDO DQGVRRQ , NQRZWKDWVRPHSHRSOHZRXOGH[SHFWPHWRMXGJHWKDW¶ZURQJ·DSSOLHV
LQHLWKHURIWKHVHVLWXDWLRQV %XW, W\SLFDOO\GRQ·WKDYHDQ\LQFOLQDWLRQVWRPDNHWKHVHMXGJ
PHQWV ,QDGGLWLRQ ZKHQ, KROGP\PRUDOFRQFHSWVEHIRUHP\PLQG DQGLQTXLUHDERXW
WKHLUFRPSRQHQWVDQGWKHLUFRQQHFWLRQVWRRWKHUFRQFHSWV , DPXQDEOHWRVHHDQ\WKLQJEXW
EOXUU\FRPSRQHQWVDQGFRQQHFWLRQV
2QHPLJKWVXJJHVWWKDW, LQYHVWLJDWHWKHZD\RWKHUVXVHPRUDOODQJXDJHLQRUGHUWRJDLQ
DPRUHGHWHUPLQDWHVHWRIPRUDOFRQFHSWV ,QGHHG , WKLQNLW·VSODXVLEOHWKDW, FDPHWRP\
&I -DFNVRQ  &K 
2IFRXUVH VRPHWLPHV, FDQEULQJP\VHOIWRIHHOVWURQJPRUDOHPRWLRQVDERXWVLWXDWLRQV ,I, FRQFHQWUDWHRQFHUWDLQIHDWXUHVRIWKHEXUQLQJRIWKHFDW , EHJLQWRIHHOPRUDOUHSXJQDQFH %XWWKLVLVQRWDMXGJPHQWWRWKHHIIHFWWKDW¶ZURQJ·DSSOLHVLQWKHVLWXDWLRQ 6RPHWLPHV, DOVRDPLQFOLQHGWRMXGJHWKDWWKHEXUQLQJRIWKHFDWLV´LPPRUDOµ %XW DJDLQ WKLVLVQRWDMXGJPHQWWRWKHHIIHFWWKDW¶ZURQJ·DSSOLHV 5DWKHU , EHOLHYHLWLVDMXGJPHQWWRWKHHIIHFWWKDWVRPHQHJDWLYHPRUDOWHUPRURWKHUDSSOLHVLQWKHVLWXDWLRQ

XQGHUVWDQGLQJRIPRUDOWHUPLQRORJ\WKURXJKWKLVVRUWRISURFHVV %XW, GRQ·WWUXVWWKDW,
FDQORRNWRWKHZD\RWKHUSHRSOHXVHPRUDOODQJXDJHLQRUGHUWRKHOSPHJHWDQ\FOHDUHURQ
WKHFULWHULDRIDSSOLFDWLRQRIPRUDOWHUPV 8VXDOO\ LI\RX·UHXQFHUWDLQDERXWZKHQDZRUG
FDQFRUUHFWO\EHVDLGWRDSSO\ \RXFDQORRNLQWRDGLFWLRQDU\ DVNVRPHRQHZKRLVROGHU
WKDQ\RX RUZDWFKWKHZD\RWKHUVXVHWKHZRUG ,QWKLVFDVH KRZHYHU WKHH[LVWHQFHRI
ZLGHVSUHDGGLVDJUHHPHQWDERXWKRZWRXVHPRUDOWHUPVSUHYHQWVPHIURPWDNLQJWKHXVDJH
RIRWKHUVWRRVHULRXVO\ PRVWRWKHUVSHDNHUVVHHPMXVWDVFRQIXVHGDERXWPRUDOWHUPLQRORJ\
DV, DP ,QP\RSLQLRQ DQ\HYLGHQFHDERXWWKHFULWHULDRIDSSOLFDWLRQIRUPRUDOWHUPVWKDW
, PLJKWJDLQIURPRWKHUVLVXQGHUPLQHGE\WKHKXJHDPRXQWRIDFWXDOPRUDOGLYHUVLW\
6R, FRQFOXGHWRP\VHOI WKHUHPXVWQRWEHDQ\FOHDU GLVWLQFW GHFLGHGFULWHULDRI
DSSOLFDWLRQWKHUHLQWKHÀUVWSODFH , GRQ·WKDYHDQ\FOHDUPRUDOFRQFHSWV $VIDUDV, FDQ
WHOO WKHPDMRULW\RIODQJXDJHXVHUVGRQ·WHLWKHU ,QGHHG WKLVGLVDUUD\LVH[DFWO\ZKDW, ZRXOG
H[SHFWRIDGLVFRXUVHWKDWFRQWDLQVDUDGLFDODPRXQWRIVHPDQWLFLQGHFLVLRQ
 6RPH,QIHUHQFHVWR([SODQDWLRQV
,QWKLVVHFWLRQ , DUJXHWKDWWKHWUXWKRIPRUDOLQGHFLVLRQLVPZRXOGKHOSWRH[SODLQVRPH
SKHQRPHQDXQGHUO\LQJDYDULHW\RIPHWDHWKLFDOSX]]OHV 7KHSX]]OHVDOOKDYHWRGRZLWK
WKHLGHDWKDWWKHPRUDODQDO\WLFDOO\VXSHUYHQHVRQWKHGHVFULSWLYH 7KHSKHQRPHQDWKDW,·OO
GLVFXVVDUH LWKHDWWUDFWLRQRI+XPH·V´/DZµ LLWKHRSHQTXHVWLRQVRI0RRUH·VIDPRXV
DUJXPHQW DQGLLLWKHFRQFHLYDELOLW\RIUDWLRQDOO\LUUHVROXEOHPRUDOGLVDJUHHPHQW ,QHDFK
FDVH P\FODLPLVWKDW JLYHQWKHXQFRQWURYHUVLDOH[LVWHQFHRIDQDO\WLFVXSHUYHQLHQFH DQG
WKHWUXWKRIWKHHUURUWKHRU\ WKHVHSKHQRPHQDDUHXQH[SHFWHG %XWRQPRUDOLQGHFLVLRQLVP
WKHSKHQRPHQDDUHQRWVRVXUSULVLQJ 6R WKDWLVVRPHUHDVRQWREHOLHYHPRUDOLQGHFLVLRQLVP
LQVWHDGRIWKHHUURUWKHRU\ WKXVVRPHUHDVRQWRDFFHSWWKHFUXFLDOSDUWRIP\PDLQSUHPLVH
7KLVLVZKHUH, XVHWKHPDLQSRLQWWKDW%XUJHVV PDNHVLQKLVDUJXPHQW %XWZKHUHDVKHXVHVWKLVSRLQWSRVLWLYHO\WRVKRZWKDWPRUDOODQJXDJHLVXQGHFLGHG , XVHLWWRUHSO\WRDSRVVLEOHREMHFWLRQWRWKHFRQVLGHUDWLRQWKDW, DPSUHVHQWLQJ

 7KH6XSHUYHQLHQFHRIWKH0RUDORQWKH'HVFULSWLYH
,WLVQHDUO\XQLYHUVDOO\DFFHSWHGLQWKHSKLORVRSKLFDOFRPPXQLW\WKDWPRUDOSUHGLFDWLRQ
VXSHUYHQHVRQGHVFULSWLYHSUHGLFDWLRQ 7KDWLV WKHUHFRXOGEHQRGLIIHUHQFHRUFKDQJHLQ
WKHZRUOGZLWKUHVSHFWWRPRUDOVZLWKRXWDGLIIHUHQFHZLWKUHVSHFWWRGHVFULSWLYHIHDWXUHV
RIWKHZRUOG )XUWKHU LWLVUHODWLYHO\XQFRQWURYHUVLDOWKDWWKLVVXSHUYHQLHQFHLVWKHEURDGHVW
SRVVLEOH LWLVQRWFRQWLQJHQWRUUHVWULFWHGLQDQ\ZD\ )RUWKRVHZKRDFFHSWWKHQRWLRQ
RIDQDO\WLFLW\ LW·VQDWXUDOWRVD\WKDWWKHPRUDODQDO\WLFDOO\VXSHUYHQHVRQWKHGHVFULSWLYH
$SSDUHQWO\ZLWKWKLVLQPLQG 6LPRQ%ODFNEXUQZULWHV
,WVHHPVWREHDFRQFHSWXDOPDWWHUWKDWPRUDOFODLPVVXSHUYHQHXSRQQDWXUDORQHV $Q\RQHIDLOLQJWRUHDOL]HWKLV RUWRREH\WKHFRQVWUDLQW ZRXOGLQGHHGODFNVRPHWKLQJFRQVWLWXWLYHRIFRPSHWHQFHLQWKHPRUDOSUDFWLFH $QGWKHUHLVJRRGUHDVRQIRUWKLV LWZRXOGEHWUD\WKHZKROHSXUSRVHIRUZKLFKZHPRUDOL]HZKLFKLVWRFKRRVH FRPPHQG UDQN DSSURYH RUIRUELGWKLQJVRQWKHEDVLVRIWKHLUQDWXUDOSURSHUWLHV  
,WLVHDV\WRÀQGHFKRHVRIWKLVSDVVDJHIURP%ODFNEXUQ $V, VHHLW WKLVLVEHFDXVHLWLV
QRWRQO\DQDO\WLFWKDWWKHPRUDOVXSHUYHQHVRQWKHGHVFULSWLYH ,WLVDOVR REYLRXVO\ DQDO\WLF
HYHQIRUWKRVHRIXVZKRKDYHQ·WH[SOLFLWO\WKRXJKWDERXWWKHPDWWHU LIZHZHUHWRWKLQN
DERXWLW ZH·GFRPHWRWKLVFRQFOXVLRQ
,WLVQRWHQWLUHO\FOHDUKRZWRIRUPXODWHWKHWKHVLV HYHQWKRXJKWKHXQGHUO\LQJWKRXJKW
PD\VHHPREYLRXV ,WLVVWDQGDUGWRIRUPXODWHVXSHUYHQLHQFHFODLPVLQWHUPVRISURSHUWLHV
LIGLIIHUHQWPRUDOSURSHUWLHVKROGRIWZRVLWXDWLRQV WKHQGLIIHUHQWGHVFULSWLYHSURSHUWLHVPXVW
DOVRKROGRIWKHP 7KLV KRZHYHU ZRXOGEHJWKHTXHVWLRQDJDLQVWWKHPRUDOLQGHFLVLRQLVW
7KHUHDVRQZK\LVWKDWWKHPRVWQDWXUDOZD\WRGHÀQH¶PRUDOSURSHUW\·LVWRWDNHPRUDO
SURSHUWLHVWREHWKHSURSHUWLHVH[SUHVVHGE\PRUDOSUHGLFDWHV %XWIRUWKHLQGHFLVLRQLVW
PRUDOSUHGLFDWHVH[SUHVVQRXQLTXHSURSHUWLHV DWEHVW WKHLQGHFLVLRQLVWFDQRQO\VD\WKDW
PRUDOSUHGLFDWHVH[SUHVVUDQJHVRISURSHUWLHV 7KXV WRDFFHSWWKLVGHÀQLWLRQ LQWKHSUHVHQW
FRQWH[W LVWRSUHVXSSRVHWKDWPRUDOLQGHFLVLRQLVPLVIDOVH
6HH HJ %DODJXHU   6FKURHGHU   -DFNVRQ   6PLWK   +DUH  

,QP\RSLQLRQ LWLVEHWWHULQWKHSUHVHQWFRQWH[WWRIRUPXODWHWKHVXSHUYHQLHQFHSULQFLSOH
GLUHFWO\LQWHUPVRIWKHOLQJXLVWLFLWHPVLQTXHVWLRQ 7KXV WKHVXSHUYHQLHQFHRIWKHPRUDO
RQWKHGHVFULSWLYHEHFRPHVWKLV
)RUDQ\SRVVLEOHVLWXDWLRQV [ DQG \ LILWLVFRUUHFWWRVD\WKDW [ DQG \ VDWLVI\GLIIHUHQWPRUDOSUHGLFDWHV WKHQLWPXVWDOVREHFRUUHFWWRVD\WKDW [ DQG \ VDWLVI\GLIIHUHQWGHVFULSWLYHSUHGLFDWHV
2U ELWPRUHLQIRUPDOO\ LI\RXHQFRXQWHUWZRVLWXDWLRQVWKDWDUHH[DFWO\DOLNHZLWKUHVSHFWWR
ZKLFKGHVFULSWLYHSUHGLFDWHV\RXZRXOGDSSO\WRWKHP WKHQ\RXPXVWDOVRDVFULEHH[DFWO\
WKHVDPHPRUDOSUHGLFDWHVWRWKHP $OWHUQDWLYHO\ LI\RX·UHZLOOLQJWRVD\WKDWGLIIHUHQW
PRUDOFRQGLWLRQVKROGRIWKHVLWXDWLRQV WKHQ\RXPXVWDOVREHZLOOLQJWRVD\WKDWGLIIHUHQW
GHVFULSWLYHFRQGLWLRQVKROGRIWKHP
7KHUHDUHWKUHHIXUWKHULVVXHV ZKLFK, QRWHEXWGRQRWLQWHQGWRGLVFXVVLQGHSWK )LUVW
WKHUHLVWKHTXHVWLRQRIKRZZHDUHWRLQGLYLGXDWHWKHFODVVRIPRUDOWHUPVIURPWKHFODVVRI
GHVFULSWLYHWHUPV $VLQWKHUHVWRIWKLVZRUN , SUHVXSSRVHPHUHO\DQLQWXLWLYHXQGHUVWDQGLQJ
RIWKLVGLVWLQFWLRQ 6HFRQG VLQFH, KDYHIRUPXODWHGWKHVXSHUYHQLHQFHSULQFLSOHGLUHFWO\
LQWHUPVRISUHGLFDWHV LWLVLPSRUWDQWWREHFOHDUDERXWZKDWODQJXDJHWKHSUHGLFDWHVDUH
LQ $P, PHUHO\WDONLQJDERXWVRPHQDWXUDOODQJXDJH VRPHDUWLÀFLDOODQJXDJH RUVRPH
K\EULGWKHUHRI" 7KHUHLVDZRUU\WKDW LIWKHVXSHUYHQLHQFHSULQFLSOHLVWREHUHODWLYL]HG
WRDQDWXUDOODQJXDJH WKHQWKHODQJXDJHPD\QRWKDYHHQRXJKH[SUHVVLYHSRZHUZLWKLQLWV
GHVFULSWLYHSUHGLFDWHVWRPDNHWUXHWKHVXSHUYHQLHQFHSULQFLSOHIRUH[DPSOH LWVGHVFULSWLYH
SUHGLFDWHVPD\QRWEHDEOHWRGLVWLQJXLVKEHWZHHQSRVVLELOLWLHVWKDWLWVPRUDOSUHGLFDWHV
DUHDEOHWRGLVWLQJXLVK 7RDOOD\WKLVZRUU\ , DOORZWKDWWKHVXSHUYHQLHQFHSULQFLSOHPD\
EHUHODWLYL]HGWRDQH[WHQVLRQRIDQDWXUDOODQJXDJHVXFKDV(QJOLVK ZKLFKFRQWDLQVQRW
RQO\WKHSUHGLFDWHVRIWKHQDWXUDOODQJXDJH EXWDOVRSUHGLFDWHVWKDWGHQRWHSHUIHFWO\QDWXUDO
SURSHUWLHV, 7KLUG WKHUHLVWKHIXUWKHUTXHVWLRQRIZKDWYDULHW\RIVXSHUYHQLHQFHWKLVLV
2Q´SHUIHFWO\QDWXUDOµSURSHUWLHV VHH/HZLV DQG
, EHOLHYHWKDWWKLVGRHVQRWPDNHWKHVXSHUYHQLHQFHSULQFLSOHWULYLDO VLQFHLWVHHPVWREHXQFRQWURYHUVLDOWKDWPRUDOSUHGLFDWHVGRQRWH[SUHVVSHUIHFWO\QDWXUDOSURSHUWLHV

VXSSRVHGWREH )RUP\SXUSRVHV DOOWKDWPDWWHUVLVWKDW ZKHQDVXSHUYHQLHQFHSULQFLSOH
KROGVWUXH WKHUHDUHFRUUHVSRQGLQJSULQFLSOHVRIWKHVDPHORJLFDOVWUHQJWKWKDWVD\ZKLFK
VXEYHQLQJFRQGLWLRQVDUHVXIÀFLHQWIRUDQ\VXSHUYHQLQJFRQGLWLRQ ,QWKHSUHVHQWFRQWH[W
WKLVDPRXQWVWRWKHWUXWKRIDSULQFLSOHRIWKHIROORZLQJIRUP IRUDQ\PRUDOSUHGLFDWH¶0·
,ILWLVFRUUHFWWRDVFULEH>LQVHUWGHVFULSWLYHSUHGLFDWHVKHUH@WR [ WKHQLWPXVWEHFRUUHFWWRDVFULEH¶0· WR [
7KDWLV WKHUHPXVWEHVRPHGHVFULSWLYHEDVLVIRUDQ\FRUUHFWDVFULSWLRQRIDPRUDOSUHGLFDWH
7KLVLGHDLVDQLPSRUWDQWSDUWRIWKHLQWXLWLRQWKDWWKHPRUDOGHSHQGVXSRQWKHGHVFULSWLYH
 ,QWHUHVWLQ+XPH·V/DZ
, LQWHQG¶+XPH·V/DZ·WRUHIHUWRZKDWHYHUYDJXHWKHVLVZDVDSSDUHQWO\DIÀUPHGE\
+XPHLQWKHIROORZLQJSDVVDJHDQGH[WHQVLYHO\GLVFXVVHGGXULQJWKHWZHQWLHWKFHQWXU\XQGHU
DYDULHW\RIRWKHUQDPHV
´,QHYHU\V\VWHPRIPRUDOLW\ WKHDXWKRUSURFHHGVIRUVRPHWLPHLQWKHRUGLQDU\ZD\RIUHDVRQLQJ DQGHVWDEOLVKHVWKHEHLQJRID*RG RUPDNHVREVHUYDWLRQVFRQFHUQLQJKXPDQDIIDLUV ZKHQRIDVXGGHQ, DPVXUSUL]·GWRÀQG WKDWLQVWHDGRIWKHXVXDOFRSXODWLRQVRISURSRVLWLRQV LV DQG LVQRW , PHHWZLWKQRSURSRVLWLRQWKDWLVQRWFRQQHFWHGZLWKDQ RXJKW RUDQ RXJKWQRW 7KLVFKDQJHLVLPSHUFHSWLEOH EXWLV KRZHYHU RIWKHODVWFRQVHTXHQFH )RUDVWKLV RXJKWRU RXJKWQRW H[SUHVVHVVRPHQHZUHODWLRQRUDIÀUPDWLRQ ¶WLVQHFHVVDU\WKDWLWVKRX·GEHREVHUY·GDQGH[SODLQ·G DQGDWWKHVDPHWLPHWKDWDUHDVRQVKRXOGEHJLYHQ IRUZKDWVHHPVDOWRJHWKHULQFRQFHLYDEOH KRZWKLVQHZUHODWLRQFDQEHDGHGXFWLRQIURPRWKHUV ZKLFKDUHHQWLUHO\GLIIHUHQWIURPLW +XPH  
, ÀQGWKLVLGHDLQLWLDOO\FRPSHOOLQJ SULRUWRDQ\V\VWHPDWLFLQYHVWLJDWLRQLQWRWKHPHDQLQJV
RIWKHWHFKQLFDOWHUPVLQYROYHG DQGZLWKRXWFRXFKLQJLWLQDVRSKLVWLFDWHGSKLORVRSKLFDO
2QWKHGLVWLQFWLRQVEHWZHHQVWURQJDQGZHDNVXSHUYHQLHQFH DQGORFDODQGJOREDOVXSHUYHQLHQFH VHH.LP 6LGHU  DQG%HQQHWW 
7HUPLQRORJ\ DVXEYHQLQJFRQGLWLRQLVDFRQGLWLRQWKDWPDNHVLWLQWRWKHEDVHRIWKHVXSHUYHQLHQFHSULQFLSOH LQWKLVFDVH DGHVFULSWLYHFRQGLWLRQ $ VXSHUYHQLQJFRQGLWLRQLVDFRQGLWLRQWKDWPDNHVLWLQWRWKDWZKLFKLVVDLGWRVXSHUYHQH LQWKLVFDVH DPRUDOWHUP
6HH HJ 6HDUOH  +DUH  -DFNVRQ  3ULRU 

WKHRU\ , DPLQFOLQHGWRDJUHHZLWK+XPHWKDWDQ¶RXJKW·FDQQRWEHGHULYHGIURPDQ¶LV·
)XUWKHU , ÀQGWKHLGHDLQLWLDOO\WREHDGHHSDQGLQWHUHVWLQJWUXWKDERXWWKHLQGHSHQGHQFHRI
PRUDOODQJXDJHIURPGHVFULSWLYHODQJXDJH
, GRQRWWKLQNWKLVLVLGLRV\QFUDWLF , WKLQNWKDWPRVWRUGLQDU\SHRSOH LI\RXSXWLWWR
WKHP ZLOO DIWHUDELWRIUHÁHFWLRQ EHLQFOLQHGWRDJUHHZLWKPHDERXWWKLV ,QDGGLWLRQ WKH
IDFWWKDWWKLVKDVEHHQDPDLQSRLQWRIFRQWHQWLRQLQPHWDHWKLFVDOVRVXJJHVWVWKDWPDQ\
SKLORVRSKHUVKDYHIRXQGWKHLGHD SULPDIDFLH GHHS LQWHUHVWLQJ DQGWUXH :K\ZRXOGVR
PDQ\SKLORVRSKHUVWDNHVRPXFKWLPHWRGLVFXVVLWLIWKH\GLGQ·WWKLQNWKLV"
7KLVVKRXOGQRWJHQHUDOO\EHH[SHFWHGRIVXEMHFWPDWWHUVWKDWDUHLQWLPDWHO\UHODWHGLQ
WKHZD\WKHPRUDODQGWKHGHVFULSWLYHDUHVXSSRVHGWREH :HVKRXOGQRWÀQG+XPH·V/DZ
DFRPSHOOLQJWUXWK 3URYLGHGZLWKWKHIDFWWKDWLWVHHPVREYLRXVWKDWWKHPRUDODQDO\WLFDOO\
VXSHUYHQHVRQWKHGHVFULSWLYH ZHRXJKWWRH[SHFWWKHUHWREH IRUDQ\PRUDOFODLP DGH
VFULSWLYHFODLPWKDWLVDQDO\WLFDOO\VXIÀFLHQWIRULW, $QGLIZHRXJKWWRH[SHFWWKLVWREH
WKHFDVH WKHQLWZRXOGEHPRUHQDWXUDOIRUXVWRÀQG+XPH·V/DZIDOVH²DQGWKHUHIRUH QRW
GHHSDQGLQWHUHVWLQJ
7KDWLV ZHVKRXOGH[SHFWWKHUHWREHDQDO\WLFSULQFLSOHVOLQNLQJWKHGHVFULSWLYHZLWK
WKHPRUDO VRORQJDVZHSUHVXSSRVHWKDWPRUDOODQJXDJHLVUHODWLYHO\VHPDQWLFDOO\GHFLGHG
%XWJLYHQWKHK\SRWKHVLVRIPRUDOLQGHFLVLRQLVP ZHVKRXOGH[SHFWWKHVHSULQFLSOHVWREH
LQGHWHUPLQDWHQHLWKHUVXSHUWUXHQRUVXSHUIDOVH )RUH[DPSOH RQVRPHUHDVRQDEOHUHVR
OXWLRQVRI¶ZURQJ· VWHDOLQJPD\EHDQDO\WLFDOO\VXIÀFLHQWIRUZURQJQHVV ZKLOHRQRWKHUV
LWPD\QRWEHDQDO\WLFDOO\VXIÀFLHQW )XUWKHU WKHPRUDOLQGHFLVLRQLVWFODLPVWKDWWKLVLVD
GHHSDQGLQWHUHVWLQJIDFWDERXWWKHPRUDO VLQFHWKLVLVQRWWUXHRIRXUGLVFRXUVHLQJHQHUDO
QRWHYHU\WKLQJZHXWWHULVUDGLFDOO\VHPDQWLFDOO\XQGHFLGHGOLNHPRUDOODQJXDJH
, DPIXUWKHULQFOLQHGWRWKLQNWKDWWKHOLWHUDWXUHRQWKHVXEMHFWWHQGVWRVKRZWKDW JLYHQVWDQGDUGVHPDQWLFDQGORJLFDODVVXPSWLRQV HLWKHU+XPH·V/DZLVQRWGHHSDQGLQWHUHVWLQJ RUHOVHLWLVIDOVH
7KLVLVPRUHRUOHVVWKHPDLQSRLQWRI%ODFNEXUQ
7HUPLQRORJ\ DSUHGLFDWH¶)· LVDQDO\WLFDOO\VXIÀFLHQWIRU¶*· MXVWLQFDVH¶LIVRPHWKLQJLV)WKHQLWLV*·H[SUHVVHVDQDQDO\WLFHQWDLOPHQW

)LQDOO\ LQP\RSLQLRQ WKHHUURUWKHRULVWPXVWVD\WKDWLWLVDFRQIXVLRQRQRXUSDUWWRÀQG
+XPH·V/DZFRPSHOOLQJ ,QGHHG WKLVVHHPVWREHWKHPRYHWKDW-R\FHIDYRUV $FFRUGLQJ
WRKLP HLWKHU+XPH·V/DZLVWULYLDOO\WUXH RUQHDUO\WULYLDOO\IDOVH EXWQHYHULVLWGHHS
LQWHUHVWLQJ DQGWUXH 6R LWVHHPVWRPHWKDWWKHPRUDOLQGHFLVLRQLVWKDVDEHWWHUH[SODQDWLRQ
RIWKLVSKHQRPHQRQ VLQFHLWLVDEOHWRSUHVHUYHWKHLGHDWKDW+XPH·V/DZLVDQLPSRUWDQW
IDFWDERXWPRUDOODQJXDJH
 2SHQDQG&ORVHG4XHVWLRQV
,QKLV 3ULQFLSLD(WKLFD 0RRUHDOOHJHGO\XVHVWKHIDPRXVRSHQTXHVWLRQDUJXPHQWWR
XQGHUPLQHYDULRXVIRUPVRI´QDWXUDOLVPµLQPHWDHWKLFV ,WLVDPDWWHURIVRPHFRQWURYHUV\
KRZWRLQWHUSUHW0RRUH·VDUJXPHQWV $V, VHHLW DQ\VXFK0RRUHDQDUJXPHQWWXUQVRQWKH
H[LVWHQFHRIZKDW,·OOFDOO¶RSHQTXHVWLRQSKHQRPHQD·
&RQVLGHUDQ\PRUDOYDOXHSUHGLFDWH ,·OOXVH¶JRRG· WKRXJKDQDORJRXVSKHQRPHQDRF
FXUZLWKUHVSHFWWRRWKHUSUHGLFDWHVRIYDOXHRUGLVYDOXH HJ ¶EDG· ¶GHVLUDEOH· ¶HYLO· RU
¶SUHIHUDEOH· 1RZLPDJLQHDQ\SODXVLEOHDWWHPSWWRSURYLGHDGHVFULSWLYHDQDO\WLFDOO\VXI
ÀFLHQWFRQGLWLRQ ¶'·IRUWKHFRUUHFWDSSOLFDWLRQRIWKDWSUHGLFDWH 7KLVZLOO\LHOGDVHQWHQFH
RIWKHIRUP ¶,IVRPHWKLQJLV'WKHQLWLVJRRG· :HFDQFRQFHLYHRIDFRQYHUVDWLRQDOFRQ
WH[WLQZKLFKVRPHRQHZKRLVDFRPSHWHQWVSHDNHURI(QJOLVK DQGZKRXQGHUVWDQGVWKH
PHDQLQJVRIWKHWHUPVLQYROYHG PD\VHQVLEO\DQGJHQXLQHO\XWWHUWKHTXHVWLRQ ¶,VHYHU\
WKLQJWKDWLV' DOVRJRRG"· 7KLVLVWKH RSHQTXHVWLRQSKHQRPHQRQ ZLWKUHVSHFWWR¶JRRG·
DQGWKHGHVFULSWLYHSUHGLFDWH¶'·
-R\FH  
6HH)HOGPDQ IRUH[SOLFDWLRQRIWKHDUJXPHQWVWKDW0RRUHDFWXDOO\XVHV DQGIRUIXUWKHUUHIHUHQFHV
,QIDFW LWVHHPVWRPHWKDWRSHQTXHVWLRQSKHQRPHQDRFFXUZLWKUHVSHFWWRPRVWPRUDOSUHGLFDWHV %XW0RRUHRQO\XVHGWKHRSHQTXHVWLRQDUJXPHQWWRVKRZWKDWQDWXUDOLVPDERXWHYDOXDWLYHSUHGLFDWHVLVLQFRUUHFW

,WLVSX]]OLQJWKDWRSHQTXHVWLRQSKHQRPHQDH[LVW ,QP\RSLQLRQ JLYHQVWDQGDUGDV
VXPSWLRQV ZHVKRXOGH[SHFWWKHUHQRWWREHDQ\RSHQTXHVWLRQSKHQRPHQD 7KLVLVEHFDXVH
RIWKHIDFWWKDWWKHPRUDODQDO\WLFDOO\VXSHUYHQHVRQWKHGHVFULSWLYH *LYHQVXSHUYHQLHQFH
ZHVKRXOGH[SHFWWKHUHWREH IRUDQ\HYDOXDWLYHSUHGLFDWH DGHVFULSWLYHSUHGLFDWHWKDWLV
DQDO\WLFDOO\VXIÀFLHQWIRULWVDSSOLFDWLRQ %XWWKHRSHQTXHVWLRQSKHQRPHQDXQGHUFXWWKLV
LGHD LILQGHHGLWLVDOZD\VFRQFHLYDEOHWRVHQVLEO\DVNWKHRSHQTXHVWLRQ WKHQWKHUHDUH
SRVVLEOHGLVFRXUVHFRQWH[WVLQZKLFKWKHUHDUHVRPHSRVVLEOHZRUOGVZKHUH¶'· LVQRWPDWH
ULDOO\VXIÀFLHQWIRU¶JRRG· 7KLVLVWKHQDWXUDOH[SODQDWLRQRIWKHRSHQQHVVRIWKLVTXHVWLRQ
RQWKH6WDOQDNHULDQPRGHORIFRQYHUVDWLRQWKDW, LQWURGXFHGLQFKDSWHU , FRQWLQXHWRSUH
VXSSRVHWKDWPRGHOLQWKLVVHFWLRQ %XWLIWKHUHLVVXFKDSRVVLEOHZRUOGLQWKHGLVFRXUVH
FRQWH[W WKHQLWVHHPVWKDW¶'· LVQRW DIWHUDOO DQDO\WLFDOO\VXIÀFLHQWIRU¶JRRG· 6R ZH
VKRXOGH[SHFWRSHQTXHVWLRQSKHQRPHQDQRWWRH[LVW
7KDWLV ZHVKRXOGH[SHFWRSHQTXHVWLRQSKHQRPHQDQRWWRH[LVW SURYLGHGWKDWPRUDO
ODQJXDJHLVQRWUDGLFDOO\VHPDQWLFDOO\XQGHFLGHG %XWRQWKHK\SRWKHVLVRIPRUDOLQGHFL
VLRQLVP WKHUHLVDJRRGJHQHUDOH[SODQDWLRQRIWKHVHSKHQRPHQD )RUWKHPRUDOLQGHFL
VLRQLVWDERXWPRUDOYDOXHSUHGLFDWHV WKHUHDUHQRGHVFULSWLYHSUHGLFDWHVWKDWXQHTXLYRFDO\
HQWDLODQ\PRUDOSUHGLFDWHV ,QVWHDG RQVRPHUHDVRQDEOHUHVROXWLRQVRIWKHVHPDQWLFLQGH
FLVLRQLQ¶JRRG· RQHGHVFULSWLYHSUHGLFDWHVD\ ¶SOHDVDQW·PD\EHVXIÀFLHQWIRU¶JRRG·
ZKLOHRQRWKHUV DGLIIHUHQWGHVFULSWLYHSUHGLFDWHVD\ ¶ZKDWZHGHVLUHWRGHVLUH·PD\EH
VXIÀFLHQWIRU¶JRRG· :KHQDVSHDNHUDVNV ¶,VHYHU\WKLQJWKDWLVSOHDVDQWDOVRJRRG"· KHLV
LQYLWLQJKLVFRQYHUVDWLRQDOSDUWLFLSDQWVWRUHVROYHWKHPHDQLQJRI¶JRRG·LQVXFKDZD\WKDW
WKHUHDUHZRUOGVLQWKHGLVFRXUVHFRQWH[WZKHUHLQVRPHSOHDVDQWWKLQJVDUHQRWDOVRJRRG
$V, VHHLW 0RRUHHVVHQWLDOO\HPEUDFHGWKHSX]]OHZKHQKHFRQFOXGHGWKDW¶JRRG·PXVWEHDQDPHIRUD´QRQQDWXUDOµSURSHUW\ ,WLVLPSRUWDQWWRQRWHWKDW0RRUH·VGLVWLQFWLRQEHWZHHQQDWXUDODQGQRQQDWXUDOSURSHUWLHVLVQRWWKHVDPHDV/HZLV·V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7KXV DFFRUGLQJWRWKLVH[SODQDWLRQ WKHUHLVVRPHGHVFULSWLYHSUHGLFDWH¶'· WKDWLVDQDO\WL
FDOO\VXIÀFLHQWIRU¶JRRG· DQGZKHQHYHUVRPHRQHFDQVHQVLEO\DVN¶,VHYHU\WKLQJWKDWLV'
DOVRJRRG"· WKDWSHUVRQKDVQ·WGRQHWKH´LQWHOOHFWXDOODERUµUHTXLUHGWRNQRZWKLV
,WVHHPVWRPHWKDWWKLVH[SODQDWLRQLVXQGHUPLQHGE\DJHQHUDOL]DWLRQRIWKHRULJLQDO
RSHQTXHVWLRQSKHQRPHQD &RQVLGHUDQLQGLYLGXDOZKR LQVHDUFKRIDQDQDO\VLVRI¶JRRG·
KDVGRQHZKDWHYHU´LQWHOOHFWXDOODERUµWKDWLVLQJHQHUDOUHTXLUHGWRNQRZWKHDQDO\VLVRID
FRQFHSW 3HUKDSVWKLVLQGLYLGXDO²WKH LGHDOVSHDNHU ²KDVWDNHQLQWRFRQVLGHUDWLRQDOORIKLV
´LQIHUHQWLDODQGMXGJPHQWDOGLVSRVLWLRQVµKDYLQJWRGRZLWK¶JRRG· , EHOLHYHWKDW IRUDQ\
SODXVLEOHGHVFULSWLYHSUHGLFDWH¶'·ZHDUHVWLOODEOHWRFRQFHLYHRIDFRQYHUVDWLRQDOFRQWH[W
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WKDWLV' DOVRJRRG"· )XUWKHU KHPD\XWWHUWKLVTXHVWLRQWRDQDXGLHQFHIXOORILQGLYLGXDOV
ZKRDUHLGHDOLQH[DFWO\WKHVDPHUHVSHFWV HDFKRIWKHPKDVWDNHQLQWRFRQVLGHUDWLRQDOO
WKHSODWLWXGHVLQYROYLQJPRUDOWHUPV DQGVRRQ ,IWKLVLVWUXH WKHQWKHHUURUWKHRULVW·VEHVW
H[SODQDWLRQRIWKHRSHQTXHVWLRQSKHQRPHQDGRHVQRWUHSUHVHQWDVROXWLRQWRWKHJHQHUDO
SX]]OHWKDWLVSRVHGE\WKHLUH[LVWHQFH
,QDGGLWLRQ WKHPRUDOLQGHFLVLRQLVW·VH[SODQDWLRQ GRHV JHQHUDOL]H WKHLGHDOVSHDNHU·V
VSHHFKDFWVKRXOGEHYLHZHGSDUWLDOO\DVDQLQYLWDWLRQWRUHVROYHWKHPHDQLQJRI¶JRRG·LQ
VXFKDZD\WKDWWKHUHDUHZRUOGVLQWKHGLVFRXUVHFRQWH[WDWZKLFKVRPHWKLQJLVSOHDVDQW
EXWQRWJRRG 6RWKHH[LVWHQFHRIRSHQTXHVWLRQSKHQRPHQDJLYHVXVVRPHUHDVRQWRDFFHSW
PRUDOLQGHFLVLRQLVPRYHUWKHHUURUWKHRU\
 5DWLRQDOO\,UUHVROXEOH)XQGDPHQWDO0RUDO'LVDJUHHPHQW
'LVDJUHHPHQWLQPRUDOLW\LVFRPPRQSODFH 2IWHQLWVHHPVWRVWHPIURPGLIIHUHQFHVLQ
RSLQLRQDERXWHPSLULFDOPDWWHUVRIIDFW ,VLWZURQJWRNLOOÀVK" ,WLVQDWXUDOWRWKLQNWKDW
WKHDQVZHUWRWKLVTXHVWLRQDWOHDVWSDUWLDOO\GHSHQGVRQZKHWKHUÀVKIHHOSDLQ :HWHQG
WRSUHVXSSRVHWKDWWKHSDUWLHVWRDW\SLFDOGLVDJUHHPHQWRYHUWKLVTXHVWLRQZLOOVKDUHVRPH
XOWLPDWHPRUDOYLHZWRWKHHIIHFWWKDWLW·VZURQJWRLQÁLFWSDLQ EXWZKDWWKH\ZLOOGLVDJUHH
DERXWLVZKHWKHUÀVKLQIDFWIHHOSDLQ 7KLVVRUWRIPRUDOGLVDJUHHPHQWLVQRWSDUWLFXODUO\
SX]]OLQJRUSUREOHPDWLF ,WFRXOGEHUHVROYHGDWOHDVW´LQSULQFLSOHµZHUHZHSURYLGHGZLWK
VXIÀFLHQWGHVFULSWLYHHPSLULFDOLQIRUPDWLRQZKLFK ´LQSUDFWLFHµ ZHPD\QHYHUDFTXLUH
%XWWKHUHLVDQRWKHUNLQGRIGLVDJUHHPHQWWKDWGRHVUHSUHVHQWDJHQXLQHSX]]OH GLV
DJUHHPHQWLQXOWLPDWHPRUDOYLHZV RU´IXQGDPHQWDOµPRUDOGLVDJUHHPHQW ZKHUHWKHUHLV
DSSDUHQWO\QRZD\UDWLRQDOO\WRUHVROYHWKHGLVSXWH 7KHUHDUHDFRXSOHRIZD\VWRH[SOLFDWH
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WRNLOOÀVK HYHQWKRXJKWKH\SRVVHVVDOOGHVFULSWLYHHPSLULFDOLQIRUPDWLRQ WKH\FDQHDVLO\
GUDZDQ\VHPDQWLFDOO\SHUPLVVLEOHLQIHUHQFHVIURPWKLVLQIRUPDWLRQ DQGWKH\KDYHGRQH
DVPXFK´LQWHOOHFWXDOODERUµDVSRVVLEOHLQDQDO\]LQJWKHLUPRUDOFRQFHSWV ,WLVKDUGWR
FRQFHLYHRIKRZVXFKDGLVDJUHHPHQWPLJKWUDWLRQDOO\EHUHVROYHG 2IFRXUVH ZHFRXOG
LPDJLQHWKDWRQHRIWKHSDUWLHVWRWKHGLVDJUHHPHQWLVDQH[WUHPHO\SHUVXDVLYHUKHWRULFLDQ
+HPLJKWXVHWKHVHDELOLWLHVWREURZEHDWKLVRSSRQHQWLQWRVXEPLVVLRQHLWKHUE\IRUFLQJ
KHUWRDFFHSWDGLIIHUHQWVHWRIXOWLPDWHPRUDOYLHZV RUE\IRUFLQJKHUWRDFFHSWDQDQVZHU
WRWKHTXHVWLRQWKDWGRHVQ·WFRKHUHDSSURSULDWHO\ZLWKKHUDFWXDOYLHZV %XWWKLVZRXOGQRW
UHVXOWLQD UDWLRQDO UHVROXWLRQRIWKHGLVDJUHHPHQW )XUWKHU ZHPLJKWDVNWKHLQGLYLGXDOVWR
FRQVXOWWKHLUXOWLPDWHYLHZVDERXWZURQJQHVVRQFHDJDLQ MXVWWRVHHZKHWKHUWKH\PDGHD
PLVVWHSVRPHZKHUHLQWKHLUUHDVRQLQJLQIDYRURIWKHLUUHVSHFWLYHYHUGLFWV %XWLWVKRXOGQRW
VXUSULVHXVWKDWHDFKHQGVXSZLWKWKHVDPHYHUGLFWKHDFFHSWHGEHIRUH IRUWKHVHLQGLYLGXDOV
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ZKLFKGHVFULSWLYHFRQGLWLRQVWKHFRUUHFWSUHGLFDWLRQRI¶ZURQJ·VXSHUYHQHV 7KXVWKH\ZLOO
DFFHSWGLIIHUHQWGHVFULSWLYHFRQGLWLRQVDVDQDO\WLFDOO\VXIÀFLHQWIRUWKHFRUUHFWDSSOLFDWLRQ
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UHVXOWLQGLVDJUHHPHQWVRYHUHYHU\GD\PRUDOTXHVWLRQV 7KHVHGLVDJUHHPHQWV KRZHYHU
ZRXOGVWHPIURPDPRUHIXQGDPHQWDOGLVDJUHHPHQWDVWRWKHFRUUHFWFULWHULDRIDSSOLFDWLRQ
IRUPRUDOSUHGLFDWHV $QGDJDLQ LWLVXQFOHDUKRZWKHGLVDJUHHPHQWPLJKWUDWLRQDOO\EH
UHVROYHG :HFDQLPDJLQHWKDW LQWKHFRXUVHRIWKHLULQWHOOHFWXDOODERU HDFKLQGLYLGXDO
KDVV\VWHPDWL]HGKLVLQIHUHQWLDODQGMXGJPHQWDOGLVSRVLWLRQVHTXDOO\ZHOO HDFKRIWKHPKDV
UHDFKHGDQLGHDOVWDWHRI´UHÁHFWLYHHTXLOLEULXPµ
, LQWXLW ZLWK6FKLIIHU WKDWWKLVNLQGRIPRUDOGLVDJUHHPHQWLVSRVVLEOH ,QDGGLWLRQ
LWVHHPVWRPHWKDW JLYHQVWDQGDUGDVVXPSWLRQV ZHVKRXOGH[SHFWVXFKDGLVDJUHHPHQW
QRWWREHSRVVLEOH 7\SLFDOO\ LILQGLYLGXDOVDVVRFLDWHGLIIHUHQWFRQGLWLRQVRIDSSOLFDWLRQ
ZLWKDWHUP LWLVLQWXLWLYHWRWKLQNWKDWWKH\DUHQ·W´UHDOO\µGLVDJUHHLQJRQDQ\VXEVWDQWLYH
PDWWHU ,IWKH\DFFHSWWKDWWKHFRUUHFWDVFULSWLRQVRIWKHVDOLHQWSUHGLFDWHVXSHUYHQHVRQ
GLIIHUHQWEDVHV WKHQWKH\VHHPWRPHDQGLIIHUHQWWKLQJVZLWKWKHSUHGLFDWH ,QVWHDG LWRIWHQ
VHHPVFRUUHFWWRVD\WKDWWKH\DUHPHUHO\HQJDJLQJLQDGLVDJUHHPHQWLQWHUPV WKH\DUH
WDONLQJSDVWRQHDQRWKHU %XWWKLVLVQRWSODXVLEOHLQWKHPRUDOFDVH ZHPD\VWLSXODWH
WKDWWKHSDUWLHVWRRXUGLVDJUHHPHQWKDYHWKHVDPHRUODUJHO\RYHUODSSLQJLQIHUHQWLDODQG
MXGJPHQWDOGLVSRVLWLRQVZLWKUHVSHFWWRPRUDOWHUPLQRORJ\ $VDUHVXOWRIWKLV LWVHHPVWKDW
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WKLV $FFRUGLQJWRWKHLQGHFLVLRQLVW WKHUHLVQRXQLTXHFRUUHFWDQDO\VLVRI¶ZURQJ·LQGH
VFULSWLYHWHUPV ,QVWHDG VLQFH¶ZURQJ·PHUHO\H[SUHVVHVDUDQJHRISURSHUWLHV WKHUHDUH
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 RQHIRUHDFKUHDVRQDEOHUHVROXWLRQRIWKHPHDQLQJRI¶ZURQJ·
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2EMHFWLRQ 2QHPLJKWFODLPWKDW LIPRUDOLQGHFLVLRQLVPLVWUXH WKHQDJHQWVZKRDUHLGHDOL]HGLQWKHVHZD\VZLOOQRWFRPHXSZLWK´XOWLPDWHPRUDOYLHZVµDWDOO ,QVWHDG DIWHUUHÁHFWLQJRQWKHLULQIHUHQWLDODQGMXGJPHQWDOGLVSRVLWLRQV WKH\·OOEH XQGHFLGHG DERXWWKHDSSOLFDWLRQFRQGLWLRQVIRU¶ZURQJ· ,IVR WKHQHLWKHUPRUDOLQGHFLVLRQLVPLPSOLHVWKDWWKHVHVLWXDWLRQVDUHLPSRVVLEOHUDWLRQDODJHQWVZLOODOZD\VDJUHHLQWKHLULQGHFLVLRQDERXWXOWLPDWHPRUDOYLHZV RUHOVHLWLPSOLHVWKDWWKHGLVSXWHVDUHUDWLRQDOO\UHVROXEOHWKH\FDQUDWLRQDOO\FRPHWRDJUHHWREHXQGHFLGHGLQH[DFWO\WKHVDPHZD\V5HSO\ , UHMHFWWKHÀUVWFODLPRIWKLVREMHFWLRQ ,W·VIDOVHWKDW LILQGHFLVLRQLVPZHUHWUXH WKHQWKHDJHQWV
ZRXOG DJUHHLQWKHLULQGHFLVLRQ ,QSODFHRIWKDWFODLP , DFFHSWWKDWLIPRUDOLQGHFLVLRQLVPZHUHWUXH WKHQ

,WVHHPVWRPHWKDWWKHHUURUWKHRULVWPXVWFODLPWKDW LQDQ\GLVDJUHHPHQWWKDWQHDUO\
VDWLVÀHVWKLVGHVFULSWLRQ HLWKHULW LV UDWLRQDOO\UHVROXEOH RUHOVHLWLVQRWDUHDOGLVDJUHHPHQW
,QRUGHUWRH[SODLQZK\ ,·OOVKRZWZRWKLQJV ÀUVW RQWKHVXSSRVLWLRQWKDWWKHGLVSXWHLVUD
WLRQDOO\LUUHVROXEOH LWEHFRPHVDQRQVXEVWDQWLYHGLVDJUHHPHQW VHFRQG RQWKHVXSSRVLWLRQ
WKDWLWLVDVXEVWDQWLYHGLVDJUHHPHQW WKHGLVSXWHEHFRPHVUDWLRQDOO\UHVROXEOH
)LUVW VXSSRVHWKDWWKHUHLVQRZD\UDWLRQDOO\WRUHVROYHWKHGLVDJUHHPHQW :HFDQQRW
DVNRXULGHDOVSHDNHUVWRUHÁHFWDJDLQRQWKHLULQIHUHQWLDODQGMXGJPHQWDOGLVSRVLWLRQVDQG
H[SHFWWKHPWRDUULYHDWGLIIHUHQWDQDO\VHVRI¶ZURQJ· 7KH\·YHV\VWHPDWL]HGWKHLUGLVFRXUVH
HDFKKDVFRUUHFWO\DQDO\]HG¶ZURQJ· HDFKLVLQ´UHÁHFWLYHHTXLOLEULXPµ ,W·VDGHFLGHGIDFW
WKDW LQRQHLQGLYLGXDO·VPRXWK ¶ZURQJ·PHDQV¶GRHVQ·WPD[LPL]H· ZKHUHDVLQWKHRWKHU
VSHDNHU·VPRXWK¶ZURQJ·PHDQV¶WUHDWVVRPHRQHDVDPHUHPHDQV· 7KHQLWVHHPVWKDWWKH\
PXVWEHWDONLQJSDVWHDFKRWKHU WKH\DUHXVLQJWKHVDPHZRUGZLWKGLIIHUHQWPHDQLQJVRU
HOVHRQHRIWKHPLVFRQIXVHGDERXWZKDWKHDFWXDOO\PHDQV
6HFRQG VXSSRVHWKDWWKHLQGLYLGXDOVUHDOO\DUHHQJDJHGLQDVXEVWDQWLYHGLVDJUHHPHQW
ZKDWWKHRQHH[SUHVVHVZLWK¶ZURQJ·LVWKHGHQLDORIZKDWWKHRWKHUH[SUHVVHVZLWK¶ZURQJ·
7KHQLWVHHPVWKDW LIZHZHUHWRDVNWKHPWRUHÁHFWDJDLQRQWKHLULQIHUHQWLDODQGMXGJPHQWDO
GLVSRVLWLRQV DWOHDVWRQHRIWKHPZRXOGFRPHWRUHDOL]HWKDWKHMXVWKDGQ·WTXLWHUHDFKHG
UHÁHFWLYHHTXLOLEULXPWKHÀUVWWLPH %XWWKHQZKLFKHYHULQGLYLGXDOFRPHVWRWKLVUHDOL]DWLRQ
WKHDJHQWV PLJKW DJUHHLQWKHLULQGHFLVLRQDERXWDSSOLFDWLRQFRQGLWLRQVIRU¶ZURQJ· EXWWKH\PLJKWDOVRDJUHHRQDSSOLFDWLRQFRQGLWLRQV RUWKH\PLJKWLQVWHDGGLVDJUHHLQDSSOLFDWLRQFRQGLWLRQV $QGWKHODWWHUKDSSHQVWREHWUXHLQWKHH[DPSOHWKDW, KDYHGHVFULEHG ,QRUGHUWRXQGHUVWDQGZK\WKLVLVWUXH FRQVLGHUWKHIROORZLQJIDFWV L7KHUHDUHWZRRSWLRQVIRUDQ\DJHQWZKRVHHNVFRQGLWLRQVRIDSSOLFDWLRQIRUDWHUP HLWKHUWRDFFHSWGHWHUPLQDWHFRQGLWLRQVRIDSSOLFDWLRQIRUWKHWHUP RUQRWWRDFFHSWDQ\ LL:KHQDWHUPLVVHPDQWLFDOO\XQGHFLGHG HDFKUHDVRQDEOHUHVROXWLRQRIWKHLQGHFLVLRQFRUUHVSRQGVWRDGHWHUPLQDWHVHWRIDSSOLFDWLRQFRQGLWLRQV DQGWKXVHDFKRIWKHVHVHWVRIDSSOLFDWLRQFRQGLWLRQVLV UHDVRQDEOH WKHLQGLYLGXDOZRQ·WEHEUHDNLQJDQ\´ODZVRIUDWLRQDOLW\µLQDFFHSWLQJWKHP LL$VDFRQVHTXHQFH QHLWKHURSWLRQWKDW, PHQWLRQHGLQLLV´UDWLRQDOO\IRUFHGµXSRQDQDJHQWZKRVHHNVWRDQDO\]HDWHUP ERWKDUH´UDWLRQDOO\SHUPLVVLEOHµ LY7KXVDUDWLRQDODJHQWPLJKWWDNHHLWKHURIWKHVHRSWLRQV $QGVRLW·VIDOVHWKDWLIPRUDOLQGHFLVLRQLVPZHUHWUXH WKHQWKHDJHQWV ZRXOG DJUHHWREHXQGHFLGHG GHSHQGLQJXSRQZKLFKRSWLRQVWKH\FKRRVH WKHDJHQWVPLJKWDJUHHLQWKHLULQGHFLVLRQ RUWKH\PLJKWDJUHHRQXOWLPDWHPRUDOYLHZV RUWKH\PLJKWGLVDJUHHRQXOWLPDWHPRUDOYLHZV

RXJKWWRDJUHHZLWKKLVRSSRQHQWRQZKHWKHU¶ZURQJ·DSSOLHVWR [ $QGWKLVZRXOGFRQVWLWXWH
DZD\RIUDWLRQDOO\UHVROYLQJWKHLVVXH
6RZHKDYHIRXQGDQRWKHUUHDVRQWREHOLHYHPRUDOLQGHFLVLRQLVPLQVWHDGRIWKHHUURU
WKHRU\ 5RXJKO\ WKLVLVEHFDXVHPRUDOLQGHFLVLRQLVPKDVDJRRGH[SODQDWLRQRIKRZWKHUH
PD\EHJHQXLQH UDWLRQDOO\LUUHVROXEOHPRUDOGLVDJUHHPHQWVEHWZHHQLQGLYLGXDOVZKRDUHLQ
UHÁHFWLYHHTXLOLEULXP DQGZKRDGRSWYHU\GLIIHUHQWIXQGDPHQWDOPRUDOYLHZV
 &RQFOXVLRQ
, FRQFOXGHWKDWWKHHUURUWKHRU\ ZKLFKKROGV7KHVHV,$($DQG($LVQRWWUXH ,W
LPSOLHVWKDWPRUDOGLVFRXUVHLVUHODWLYHO\VHPDQWLFDOO\GHFLGHG EXWWKHUHLVHYLGHQFHWRWKH
HIIHFWWKDWPRUDOGLVFRXUVHLVUDGLFDOO\VHPDQWLFDOO\XQGHFLGHG 7KLVZDVWKHSULPDU\JRDO
RIWKHFKDSWHU
, QRZPHQWLRQDVOLJKWZHDNHQLQJRIP\FRQFOXVLRQ 6XSSRVH\RXZHUHDQHUURUWKHRULVW
EHIRUH\RXUHDGWKLVFKDSWHU 6XSSRVHWKDW\RXKDYHQRWEHHQFRQYLQFHGE\WKHFRQVLGHU
DWLRQV, SUHVHQWHGLQIDYRURIWKHPDLQSUHPLVHRIP\DUJXPHQW 6XSSRVHIXUWKHUWKDWWKH
UHDVRQ\RXDUHXQFRQYLQFHGLVWKDWWKHVHFRQVLGHUDWLRQVDUHODUJHO\ DSULRUL DQGGRQRWLQ
YROYHDQ\VRUWRIV\VWHPDWLFHPSLULFDOLQYHVWLJDWLRQLQWRRXUXVDJHRIPRUDOWHUPLQRORJ\
7KLV LWVHHPVWRPH LVDQDWXUDODQGUHDVRQDEOHUHDFWLRQWRP\DUJXPHQWV +RZHYHU HYHQ
LI\RXVDWLVI\WKHVHVXSSRVLWLRQV \RXDUHQRWMXVWLÀHGLQLJQRULQJP\REMHFWLRQWRWKHHUURU
WKHRU\ )RULWLVQRWREYLRXVWKDWPRUDOODQJXDJHLVVHPDQWLFDOO\GHFLGHG LWLVRU , FODLP
LWRXJKWWREHDFRQWURYHUVLDOK\SRWKHVLV ,QDGGLWLRQ , UHMHFWWKHLGHDWKDWWKHUHLVVRPH
NLQGRILQLWLDOWKHRUHWLFDOSUHVXPSWLRQLQIDYRURIWKHLGHDWKDWPRUDOODQJXDJHLVUHODWLYHO\
VHPDQWLFDOO\GHFLGHG 6RLI\RXDUHMXVWLÀHGLQUHMHFWLQJPRUDOLQGHFLVLRQLVPEHFDXVHRI
HPSLULFDOUHDVRQV WKHQ\RXPXVWSUHVHQWWKHHPSLULFDOGDWDWKDWZRXOGGLVSURYHPRUDOLQ
,WLVLQWHUHVWLQJWRQRWHWKDWDQHZIDQJOHGUHODWLYLVP VXFKDVWKHNLQGDUJXHGDJDLQVWLQ&DSSHOHQDQG+DZWKRUQH ZRXOGDOVRDSSDUHQWO\EHDEOHWRSURYLGHDQHDWH[SODQDWLRQRIWKLVSKHQRPHQRQ

GHFLVLRQLVP 7KHUHIRUH P\ZHDNHQHGFRQFOXVLRQLVWKLV WKHEXUGHQRISURRILVRQWKHHUURU
WKHRULVWWRMXVWLI\WKHFODLPWKDWPRUDOODQJXDJHLVVXIÀFLHQWO\VHPDQWLFDOO\GHFLGHG
$QRWKHUPDLQJRDORIWKHFKDSWHUZDVWRH[SOLFDWHDQRYHOPHWDHWKLFDOVWDQGSRLQW ZKLFK
KDVUHFHLYHGYHU\OLWWOHDWWHQWLRQLQWKHOLWHUDWXUH , KRSHWRKDYHPDGHLWSODXVLEOHWKDW
PRUDOLQGHFLVLRQLVPLVDULYDOWRWKHPDMRUWKHRULHVDERXWWKHVHPDQWLFVRIPRUDOGLVFRXUVH
5RXJKO\ WKHUHDVRQZK\LWLVDFRPSHWLWRULVWKDWLWLVDEOHWRH[SODLQDWOHDVWDVPXFKRI
ZKDWLVSX]]OLQJDERXWPRUDOGLVFRXUVHDVDQ\RWKHUYLHZV IXUWKHU LWLVDEOHWRH[SODLQ
VRPHSKHQRPHQDWKDWPD\EHSX]]OLQJRQRWKHUYLHZV 0RUDOLQGHFLVLRQLVPDOVRDGPLWVRI
SUHFLVHH[SOLFDWLRQ GHSHQGLQJXSRQKRZ\RXZDQWWRGHYHORSLW 7KDWLVIXUWKHUUHDVRQWR
DGPLWLWDVDSODXVLEOHULYDOYLHZ
, ZDQWWRFORVHWKHFKDSWHU DQGWKHGLVVHUWDWLRQ ZLWKDIHZPRUHWKRXJKWVDERXWKRZ
PRUDOLQGHFLVLRQLVPPD\EHGHYHORSHG ,QZKDWIROORZV , VXJJHVWDWVRPHDQVZHUVWRWKH
IROORZLQJTXHVWLRQV
+RZVKRXOGWKHPRUDOLQGHFLVLRQLVWYLHZWKHSUDFWLFHVRIQRUPDWLYHHWKLFLVWV"+RZVKRXOGWKHPRUDOLQGHFLVLRQLVWFRQWLQXHWRSDUWLFLSDWHLQPRUDOGLVFRXUVH"0XVWWKHPRUDOLQGHFLVLRQLVWDFFHSWVRPHNLQGRI´HUURUWKHRU\µDERXWRUGLQDU\PRUDOGLVFRXUVH"
0\WKRXJKWVDERXWWKHVHTXHVWLRQVRXJKW KRZHYHU WREHYLHZHGDVHODERUDWLRQVDQGH[WHQ
VLRQVRIWKHYLHZ 0RUDOLQGHFLVLRQLVP SHUVH LVDFODLPDERXWWKHFRUUHFWZD\RIPRGHOLQJ
WKHVHPDQWLFVRIPRUDOGLVFRXUVH LWVD\VWKDWWKHEHVWVHPDQWLFPRGHORIPRUDOODQJXDJH
WUHDWVPRUDOWHUPVDVUDGLFDOO\VHPDQWLFDOO\XQGHFLGHG
)LUVW LWPD\EHQDWXUDOIRUWKHPRUDOLQGHFLVLRQLVWWRYLHZDORWRIZKDWQRUPDWLYHHWKL
FLVWVGRDVVOLJKWO\FRQIXVHG ,IQRUPDWLYHHWKLFVLVFKDUDFWHUL]HGDVWKHSURJUDPRIWKH
VHDUFKIRUWKHRQHWUXHQHFHVVDU\WKHRU\RIULJKW ZURQJ JRRG EDG MXVWLFH DQGLQMXVWLFH
, ZRXOGUHSO\VLPLODUO\WRPHWDHWKLFDOUHDOLVWVZKRDUHXQLPSUHVVHGEHFDXVHP\DUJXPHQWVIDLOWRSURYLGHPXFKHPSULFLDOMXVWLÀFDWLRQIRUDK\SRWKHVLVWKDWUHTXLUHVLW

WKHQWKHPRUDOLQGHFLVLRQLVWVKRXOGYLHZQRUPDWLYHHWKLFVDVPLVJXLGHG 2QPRUDOLQGH
FLVLRQLVP WKHUHZLOOEHQRFRPSOHWHPRUDOV\VWHPWKDWFDQVDWLVI\WKDWGHPDQG ,QVWHDG
WKHUHZLOOEHDYDULHW\RI´HTXDOO\FRUUHFWµPRUDOV\VWHPV DQGQRQHRIWKHPFDQEHSXW
GHWHUPLQDWHO\DERYHWKHUHVW
%XWHYHQWKRXJKQRUPDWLYHHWKLFVORRNVFRQIXVHGLQRQHUHVSHFW WKHPRUDOLQGHFLVLRQLVW
GRHVQRWPHDQWRLPSO\WKDWLWLVDZDVWHRIWLPHWRSDUWLFLSDWHLQWKHSURJUDP 5DWKHU LWLVDQ
H[WUHPHO\LPSRUWDQWSDUWRISKLORVRSK\ VLQFHZHZDQWWRNQRZ URXJKO\VSHDNLQJ ZKDWDUH
WKHUHDVRQDEOHUHVROXWLRQVRIPRUDOGLVFRXUVH $QGZHPD\YLHZWKHSURJUDPRIQRUPDWLYH
HWKLFVDVWKHSXUVXLWRIWKHVHUHDVRQDEOHUHVROXWLRQV :KHQHYHUDSKLORVRSKHUSXWVIRUZDUG
DFRPSOHWHHWKLFDOV\VWHPDVWUXH WKHPRUDOLQGHFLVLRQLVWWDNHVKLPWREHSXWWLQJLWIRUZDUG
DVDMRLQWUHDVRQDEOHUHVROXWLRQRIRXUPRUDOFRQFHSWV
,QDGGLWLRQ WKHPRUDOLQGHFLVLRQLVWKDVDJRRGLQWHUSUHWDWLRQRIWKHFODVVLFDOPHWKRGRO
RJ\RIQRUPDWLYHHWKLFV 7KH´FODVVLFDOPHWKRGRORJ\µLVWKHPHWKRGRIWU\LQJWRFRPHLQWR
UHÁHFWLYHHTXLOLEULXP WRV\VWHPDWL]H YLD YDULRXVWKHRUHWLFDOYLUWXHV RXURQHRIIPRUDOLQ
WXLWLRQVZLWKJHQHUDO SULPDIDFLH SODXVLEOHPRUDOSULQFLSOHV 2QPRUDOLQGHFLVLRQLVP WKLV
LVDXVHIXOPHWKRGRORJ\ QRW IRUVHHNLQJWKHWUXWKDERXWPRUDOLW\ LQVWHDG LWLVWKHZD\WRGH
WHUPLQHZKDWDUHWKHUHDVRQDEOHUHVROXWLRQVRIRXUPRUDOWHUPLQRORJ\ $QGVR WKHUHVHDUFK
SURJUDPRIQRUPDWLYHHWKLFVPD\EHUHWDLQHG LIVOLJKWO\UHXQGHUVWRRG
6HFRQG WKHPRUDOLQGHFLVLRQLVWKDVWRFRPHWRDGHFLVLRQRQKRZWRFRQWLQXHWRSDU
WLFLSDWHLQPRUDOGLVFRXUVH 7KHUHFHQWOLWHUDWXUHRQ´ÀFWLRQDOLVPµDERXWHWKLFDOGLVFRXUVH
VXJJHVWVDYDULHW\RIRSWLRQV ,KRZHYHU DPLQWHUHVWHGLQDVSHFLÀFTXHVWLRQ KRZVKRXOG
WKHPRUDOLQGHFLVLRQLVWXVHPRUDOODQJXDJHLQFRQYHUVDWLRQ" ,QP\RSLQLRQ LQDFWXDOPRUDO
GLVFRXUVH ZHRIWHQXVHPRUDOVWDWHPHQWVWRFRPPXQLFDWHRXUVXEMHFWLYHDWWLWXGHVRIDS
SURYDODQGGLVDSSURYDO :HDOVRRIWHQXVHPRUDOVWDWHPHQWVLQRUGHUWRJRDGRWKHUVLQWR
&I -R\FH DQG

GRLQJZKDWWKH\DUHQ·WLQLWLDOO\LQFOLQHGWRGR 7KHPRUDOLQGHFLVLRQLVWFOHDUO\FDQUHWDLQ
ERWKRIWKHVHNLQGVRIPRUDOL]LQJ
)XUWKHUPRUH WKHPRUDOLQGHFLVLRQLVWPD\XVHPRUDOVWDWHPHQWVWRFRPPXQLFDWHDERXW
WKHH[WHUQDOZRUOG )RUFRQYHUVDWLRQDOSDUWLFLSDQWVPD\UHVROYHWKHPHDQLQJVRIPRUDO
WHUPVRQHZD\RUDQRWKHULQFRQWH[W MXVWDVZHPD\VKLIWVWDQGDUGVRISUHFLVLRQIRUYDJXH
WHUPLQRORJ\RQHZD\RUDQRWKHU GHSHQGLQJXSRQRXULQWHUHVWV ,ILWLVFOHDULQFRQWH[WMXVW
KRZWKHVHPDQWLFLQGHFLVLRQLVEHLQJUHVROYHG WKHQVSHDNHUVPD\XSGDWHWKHLUFRQWH[WXDO
SUHVXSSRVLWLRQVDERXWWKHPHDQLQJVRIPRUDOWHUPV DQGWKXVFRPPXQLFDWHGHWHUPLQDWHO\
XVLQJWKHVHXSGDWHGSUHVXSSRVLWLRQV 6RLWLVQRWOLNHDPRUDOLQGHFLVLRQLVWPXVWJLYHXS
RQPRUDOGLVFRXUVHLQJHQHUDO ,QGHHG , WKLQNWKDWZRXOGEHLOODGYLVHG
)LQDOO\ , WKLQNWKHPRUDOLQGHFLVLRQLVWKDVWRDFFHSWVRPHVRUWRIHUURUWKHRU\DERXW
PRUDOGLVFRXUVH $FFRUGLQJWRWKHLQGHFLVLRQLVW LISHRSOHXWWHUPRUDOVHQWHQFHVZLWKWKH
EHOLHIWKDWZKDWWKH\DUHXWWHULQJLVWUXH WKHQWKH\DUHFRPPLWWLQJHUURUV )RUQRQHRIWKHVH
VWDWHPHQWVLVVXSHUWUXH LQVWHDG HDFKRIWKHPHQGVXSEHLQJLQGHWHUPLQDWH 2IFRXUVH KRZ
RIWHQWKLVHUURURFFXUVGHSHQGVRQKRZIDUUHDFKLQJWKHLQGHWHUPLQDF\LQPRUDOGLVFRXUVH
LV LILWLVXQLYHUVDORUQHDUXQLYHUVDO WKHQWKHUHPD\EHDVWURQJFDVHWKDWLWKDSSHQVYHU\
RIWHQ
+RZHYHU E\DSSHDOLQJWRWKHGLVWLQFWLRQEHWZHHQZKDWLVDVVHUWHGRQDQRFFDVLRQRI
XWWHUDQFHDQGZKDWLVVHPDQWLFDOO\H[SUHVVHGRQDQRFFDVLRQRIXWWHUDQFH WKHLQGHFLVLRQLVW·V
HUURUWKHRU\QHHGQRWEHWRRH[WUHPH )RULWLVYHU\SODXVLEOHWKDWZHRIWHQFRPPXQLFDWH
IDFWVDERXWRXUVXEMHFWLYHVWDWHVWKURXJKPRUDOVWDWHPHQWV DQGWKHLQGHFLVLRQLVWFDQDOORZ
IRUWKLV $QG, KDYHDOUHDG\QRWHGWKDWLWLVQDWXUDOIRUWKHLQGHFLVLRQLVWWRYLHZPRUDO
VSHDNHUVDVUHVROYLQJWKHPHDQLQJVRIPRUDOWHUPVLQFRQWH[WLQRUGHUWRPDNHGHWHUPLQDWH
DVVHUWLRQV 6R LQP\RSLQLRQ WKHPRUDOLQGHFLVLRQLVWFDQUHWDLQPXFKRIRUGLQDU\PRUDO
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